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SECURITIES ACT OF 1933 





SECURITIES ACT OF 1933 
Rel. No. 5360/January 31, 1973 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 9972/January 31, 1973 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7644/January 31, 1973 


INVESTMENT ADVISERS ACT OF 1940 
Rel. No. 359/January 31, 1973 


ADOPTION OF RULE 3c-4 UNDER THE INVEST- 
MENT COMPANY ACT OF 1940 (15 U.S.C. 80a-1 et 
seq.) TO DEFINE A SEPARATE ACCOUNT ESTAB- 
LISHED BY A LIFE INSURANCE COMPANY TO 
FUND CERTAIN TYPES OF VARIABLE LIFE INSUR- 
ANCE CONTRACTS AS AN INSURANCE COMPANY 
SO AS TO EXEMPT SUCH SEPARATE ACCOUNT 
FROM THE PROVISIONS OF THE INVESTMENT COM- 
PANY ACT AND ADOPTION OF RULE 202-1 UNDER 
THE INVESTMENT ADVISERS ACT OF 1940 (15 
U.S.C. 80b-1 et seq.) TO EXEMPT FROM THAT,ACT 
AN INSURANCE COMPANY OR AN AFFILIATED 
COMPANY THEREOF TO THE EXTENT) IT PE _ 
ADVISORY SERVICES INCIDENTAA HE?*I 

ANCE OF VARIABLE LIFE INSURA ONTRACTS. 
(File No. 4-149) 


On February 15, 1972, the Securities and Exchange Commission 
published a notice of and order for hearing with respect to rules 
proposed by the American Life Convention and the Life !nsurance 
Association of America (‘‘Petitioners’’) in a Petition for Issuance 
and Amendment of Rules and Rulemaking Proceeding Therefor 
(“Petition”).! As proposed, ,the rules would exempt certain vari- 
able life insurance contracts, related interests and participations 
therein, and the issuers thereof and their related persons from the 
Securities Act of 1933 (‘Securities Act’’) (15 U.S.C. 70a et seq.), 
the Securities Exchange Act of 1934 ("Exchange Act’’) (15 U.S.C. 
78a et seq.), the Investment Company Act of 1940 (‘Investment 
Company Act’’) (15 U.S.C. 80a-1 et seg.), and the Investment Ad- 
visors Act of 1940 (‘Investment Advisers Act’’) (15 U.S.C. 80b-1 
et seq.). The Commission invited all interested persons who wished 
to comment on the proposed rules to appear in person at the 
hearing or to submit written statements for inclusion in the pro- 
ceeding. 


> J 


‘ tS Applicability of the Federal Securities Low 


The public hearing commenced on April 10, 1972 and concluded 
on June 7, 1972 during which time the Commission had the aid 
and assistance of extensive testimony and written submissions. The 
Commission has considered the comments and submissions made 
at the hearing. The Commission has also considered a report pre- 
pared by its Division of Investment Management Regulation, short- 
ly to be published, which summarizes and explains the features of 
variable life insurance based upon information developed during 
the hearing and provides an analysis of the law with regard to 
variable life insurance. Based upon this record and upon its own 
independent review of the Petition and the issues raised therein, 
the Commission has determined 


1. A public offering of variable life insurance contracts in the 
forms proposed in the Petition would involve an offering of secu- 
rities required to be registered under the Securities Act. 


2. Persons selling such variable life contracts would generally be 
required to register as broker-dealers under the Securities Ex- 
change Act. 


3. A company, including a separate account of an insurance com- 
pany, primarily engaged in issuing and selling such variable life in 

surance contracts would be an investment company required to be 
registered under the Investment Company Act. 


4. An insurance company or other person rendering investment 
advice to a separate account issuing and funding such variable life 
insurance contracts would be required to register as an investment 
adviser under the Investment Advisers Act. 


The Commission has further determined: 


1. To adopt Rule 3c-4 under the !nvestmen any Act to ex- 
empt from the Act separate accouats oN ecified char- 
acteristics established to fund ve 

4 
2. To adopt Rule 20244 under, be rcs Advisers Act to 
exempt from the.A Avail company or affiliated com 
pany ny oa gist to such an account. % ey 


In arriving at these determinations, the Commission in no way 
questions the merits or desirability of variable life insurance which 
may well become an important and valuable combined investment 
and insurance vehicle. Analysis of the record does indicate that 
such a contract would involve important elements of insurance. 

In particular, a variable life insurance contract would provide im- 
mediate insurance equal to the initial face amount many times the 
amount of premiums paid, and a guaranteed minimum death bene- 
fit also equal to the initial face amount. But, unlike traditional 
life insurance, a variable life contract would also provide a variable 
death benefit and a variable cash value — important features which 
are likely to be emphasized in the sale of variable life insurance. 
As to these critical features, the contractholder participates direct- 
ly in the investment experience of the separate account and bears 
an investment risk. 


For these reasons the Comission has determined that a variable 
life contract would be a security, not entitled to the exemption 
set forth in Section 3(a)(8) of the Securities Act. That provision 
was intended only to exempt an insurance policy or contract un- 
der which a policyholder has a fixed benefit and does not share 
in the investment experience of an equity portfolio and as to 
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which the insurance company assumes the risk of loss. In such a 
case, the requirements of the Securities Act — which would com- 
pel full disclosure of the nature and extent of the participation 
and risk — are not necessary. A variable life contract, on the other 
hand, would present entirely different considerations and disclos- 
ures made in connection with the registration under the Securities 
Act would be very relevant. 


A separate account established by a life insurance company to 
fund such contracts would also meet the definition of an invest- 
ment company set forth in Sections 3(a)(1) (15 U.S.C. 80a-3(a)(1)) 
and 3(a)(3) (15 U.S.C. 80a-3(a)(3)) of the Investment Company 
Act. The traditional insurance company contemplated by Section 
3(c)(3) (15 U.S.C. 80a-3(c)(3)) has as its primary investment aim 
the preservation of capital with income in order to fund only 
fixed dollar obligations. In contrast, a variable life separate account 
would be invested in equity securities, with the primary invest- 
ment aim of growth rather than preservation of capital, and would 
be used to fund in part variable obligations. In view of the sub- 
stantial difference between the nature of the investment activity 
and the interest of contracthoiders in such a separate account and 
the nature of the investment activity and the interest of contract- 
holders in a traditional insurance company, the Commission has 
determined that the exception from the Act for an insurance com- 
pany, set forth in Section 3(c)(3) (15 U.S.C. 80a(c)(3)) would not 
be applicable. 


As indicated below, the Commission has reached its determination 
with respect to the requested exemptions under the Securities Ex- 
change Act and the Investment Advisers Act in the light of these 

conclusions. 


PROPOSED EXEMPTIVE RULES 
Proposed Rule 157 Under the Securities Act 


As proposed, Rule 157 would define a contract issued by a sepa- 
rate account meeting the requirements of proposed Rule 3c-4 un- 
der the Investment Company Act as an insurance contract ex- 
empt from the Securities Act by Section 3(a)(8), (15 U.S.C. 
77c(a)(8)) thereof. The Commission has determined not to adopt 
this rule. The important investment features of the contract — the 
opportunity to participate in the investment experience of the 
separate account in order to achieve increased life insurance bene- 
fits including death protection and cash value — require that con- 
tractholders be afforded the protections of full disclosure which 
would be developed by registration of the contracts under the 
Securities Act. The Commission has had extensive experience with 
the registration of complex investment contracts under the Secu- 
rities Act and is confident that adequate disclosure can be devel- 
oped for variable life insurance to achieve the truth-in-securities 
afforded by registration under the Statute. Such disclosure would 
cover, for example, the operation of the contract, the investment 
policies of the separate account, the extent of the contractholder’s 
Participation in the investment experience, the nature of the in- 
vestment risk borne by the contractholder and a clear discussion of 
such costs as sales charges, administrative and mortality charges, 
risk charges and management fees. 


Proposed Rules 3a12-4 and 15c1-4 Under the 
Securities Exchange Act 


Proposed Rules 3a12-4 and 15c1-4 under the Securities Exchange 
Act (15 U.S.C. 78a et seg.) would define a variable life contract 
as an exempted security under the statute and make the confirma- 
tion requirements of Rule 15c1-4 (17 C.F.R. 240.15c1-4) inappli- 
cable to the sale of such contracts. The Commission has deter- 
mined not to adopt these rules because the complex nature of the 
investment elements of variable life insurance make it particularly 
important that the disclosures provided by Securities Act registra- 
tion be communicated by salesmen and firms subject to regulation 
by the Commission, and no justification was established at the 
hearing for relief from the confirmation requirement. 


Proposed Rule 3c-4 Under the 
Investment Company Act 


The Investment Company Act, unlike the Securities Act which 
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provides disclosure and prohibits fraud, is a comprehensive regula- 
tory statute primarily, although not exclusively, designed for the 
familiar types of investment companies. The Commission believes 
that the variadle life insurance separate account would be an in- 
vestment company not exempted from the Investment Company 
Act, but this is a close question. In view of this and for the rea- 
sons set forth below, the Commission has determined to adopt 
proposed Rule 3c-4 under the Act. 


The Commission is persuaded to take this course for several! rea- 
sons, even though some of the protections of the Investment Com- 
pany Act.would be relevant to variable life insurance. The princi- 
ple reason is that to reconcile the regulatory scheme of the Act 
with state regulation of insurance — which unquestionably is ap- 
plicable to variable life insurance — would, at the very least, be 
difficult. It probably could not be done without interfering to 
some degree with the orderly development of state regulation. In 
deference, therefore, to the established Congressional policy of 
preserving state regulation of insurance, the Commission concludes 
that the exemption should be granted. In addition, application of 
the Investment Company Act to variable life insurance would cre- 
ate complex administrative problems, since substantial exemptions 
from the Act would be required in order to make the operation of 
a separate account to fund variable life insurance contracts feasible. 
In particular, the Commission is persuaded by the active participa- 
tion of the National Association of Insurance Commissioners in the 
hearing and the Model Variable Contract Law and Regulation 
adopted by them which the Commission views as the beginning of 
the development of a uniform state regulatory structure and the 
needs of variable life insurance contractholders beyond the disclos- 
ure which the Securities Act would provide. Based on the represen- 
tations made in the memoranda submitted by the National Associ- 
ation of Insurance Commissioners, the Commission believes that 
they are qualified to develop and administer the type of regulation 
particularly appropriate to the operation of variable life insurance 
separate accounts. Application of many of the provisions of the 
Investment Company Act in this context would only duplicate the 
regulation developed by the state insurance commissioners. 


Consistent with the representations made by the National Associa- 
tion of Insurance Commissioners, we expect the states to move 
expeditiously to develop, refine and adopt regulations with respect 
to variable life insurance. Further, we expect that such regulations 
will provide material protections to purchasers substantially equiva- 
lent to the relevant protections that would be available under the 
Investment Company Act. In particular, we believe it important 
that the regulations provide for the valuation of portfolio securi- 
ties in a uniform manner; that they assure that contractholders be 
furnished annual statements containing information similar in na- 
ture to the information that would be provided by a registered in- 
vestment company through annual reports and proxy statements; 
that they provide protection against unauthorized or improper 
changes in investment policies and against excessive management, 
administrative and sales charges; and that transactions with affili- 
ates be restricted in a manner similar to Section 17 (15 U.S.C. 
80a-17) of the Investment Company Act and the rules thereunder. 
The Commission will closely monitor the development of state 
law in this area to assure its adequacy in providing these protec- 
tions and, if in the future it appears that substantial deficiencies 
exist and are not likely to be remedied, the Commission will then 
consider whether it is necessary or appropriate to modify or re- 
scind Rule 3c-4. 


In this connection, it should be noted that the Commission’s reli- 
ance on state insurance laws and the administration of those laws 
with regard to variable life insurance is analogous to the action 
taken by Congress in 1964 when, in amending the Securities Ex- 
change Act, it determined not to apply certain registration, report- 
ing and insider trading requirements to stock insurance Companies 
regulated under state law. Just as in 1964 the National Associa- 
tion of Insurance Commissioners had undertaken a program to 
bring about enactment of statutes and regulation which would af- 
ford protections comparable to the federal securities laws; so too 
today they have undertaken the development of a meaningful uni- 
form code and regulation with regard to variable life insurance. 
Rule 3c-4 defines the term “‘‘insurance company” as used in Sec- 
tion 3(c)(3), (15 U.S.C. 80a-3(c)(3)) of the Investment Company 


ee fe. ee ee. Ue 


om naew wm 


o--nae 


Jes 
of 


NS 


of 
ible. 


cla- 


pect 
ions 


uiva- 


the 


iri- 
s be 
na- 
J in- 
its; 


nt, 


Act to include a separate account which would be employed as 
the funding medium for variable life insurance contracts. For this 
purpose, the rule would define a variable life insurance contract to 
be any contract of insurance issued by an insurance company 
which, so long as premiums are paid when due, provides a death 
benefit which varies to reflect the investment experience of a sepa- 
rate account established and maintained by such insurance com- 
pany and which meets the four criteria specified in the rule. 


Rule 3c-4 is adopted pursuant to the statutory authority granted 
in Sections 38(a) (15 U.S.C. 80a-37(a)) and 6(c) (15 U.S.C. 
80a-6(c)) of the Investment Company Act. 


Proposed Rule 202-1 Under the 
investment Advisers Act 


The Commission has also determined to adopt Rule 202-1 under 
the Investment Advisers Act.3 The Commission expects that the 
state regulation of life insurance companies issuing variable life 
contracts will provide adequate protection in this area but will 
closely monitor developments under state law to verify that this 
will be the case. 


Rute 202-1 excludes from the term “‘investment adviser,’’ an in- 
surance company, or any affiliated company thereof to the extent 
that any advisory services performed are incidental to the conduct 


of the business of issuing any variable life insurance contract as de- 


fined in Rule 3c-4 under the Investment Company Act or any in- 
terest Or participation in a separate account issued in connection 
with such contract. The Rule is adopted pursuant to the statutory 
authority granted in Sections 206A, (15 U.S.C. 80b-6a), 211(a), 
(15 U.S.C. 80b-11) and 202(a)(11), (15 U.S.C. 80b-2(a)(11)) of 
the Advisers Act. 


COMMISSION ACTION 


The Commission hereby adopts Rule 3c-4 under the Investment 
Company Act and Rule 202-1 under the Investment Advisers Act 
as follows: 


Rule 3c-4. Definition of “Insurance Company” for the Purposes 
of Section 3(c)(3) of the Act. 

(a) The term “insurance company,” in Section 3(c) (3) of the 

Act, shall include a separate account established and main- 

tained by an insurance company. 


(1) the assets of which separate account are derived solely 


from the sale of variable life insurance policies, as herein de- 
fined, and advances made by the insurance company in con- 


nection with the operation of such separate account, and 


(2) which separate account is not used for variable annuity 
contracts or for the investment of funds corresponding to 
dividend accumulations or other policy liabilities not in- 
volving life contingencies. 


(b) For the purpose of this rule, a “variable life insurance 
policy”’ shall mean any policy of insurance issued by an insur- 
ance company which, so long as premiums are paid when due, 
provides a death benefit which varies to reflect the investment 
experience of a separate account established and raaintained 
by such insurance company and 


(1) provides for life insurance coverage for the whole of 
life, and the mortality and expense risks thereunder are as- 
sumed by such insurance company; 


(2) provides for an initial stated amount of death’ benefit 
and guarantees payment of a death benefit at least equal to 
such amount; 


(3) provides that the amount payable upon the death of 
the insured under such policy in any year will be no.less 
than a minimum muitiple of the gross premium payable in 
that year (exclusive of that portion allocable to any inci- 
dental insurance benefit) by a person who meets standard 
underwriting requirements, as shown in the following table: 


Issue Ages Multiples 
0-5 80 
6-10 71 

11-15 63 
16 - 20 55 
21 - 25 47 
26 - 30 40 
31 - 35 33 
36 - 40 27 
41-45 21 
46 - 50 15 
51 - 55 13 
56 - 60 11 
61 - 65 9 
66 - 70 8 
71 and over 7; 


and (4) in its entirety is a life insurance contract subject to regu- 
lation under the insurance laws of any State in which such 
policy is offered, including all required approvals by the in- 
surance commissioner of such State 


Rule 202-1. Exclusion of Issuers of Variable Life Insurance 
Policies and of Interests or Participations Thereunder 


The term “investment adviser,”’ in Section 202(a)(11) of the Act, 
shall not include an insurance company, or any affiliated company 
thereof as defined in Section 2(a)(2) of the Investment Company 
Act of 1940, to the extent that performance of advisory services 
is incidental to the conduct of the business of issuing any variable 
life insurance policy, as defined in Rule 3c-4 under the Invest- 
ment Company Act of 1940, and of any interest or participation 
in a separate account, as referred to in said Rule, issued in con- 
nection with such a policy. 


The Commission finds that the foregoing rules grant exemptions 
from certain provisions of the Acts and may be declared effective 
forthwith. Accordingly, the foregoing rules shall become effective 
February 12, 1973. 


By the Commission. 


Ronald F. Hunt 
Secretary 


1 Securities Act Release No. 5234, Securities Exchange Act Re- 
lease No. 9494, Investment Company Act Release No. 6999, and 
Investment Advisers Act Release No. 310, 37 Fed. Reg. 5510 
(1972). 

2Section 12(g)(2)(G) of the Securities Exchange Act (15 U.S.C. 
781, 78 Stat. 565 (1964)). 

3 Proposed Rule 202-1 under the Investment Advisers Act regard- 
ing the registration under the Act of companies which are subsidi- 
aries of other companies, published for comment on December 18, 
1972 (Investment Advisers Act Release No. 353), will be renum- 
bered if adopted. 


SECURITIES ACT OF 1933 
Rel. No. 5361/January 31, 1973 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 9973/January 31, 1973 


WITHDRAWAL OF PROPOSED RULE 157 UNDER THE 
SECURITIES ACT OF 1933 (15 U.S.C. 70a et seq.) AND 
PROPOSED RULES 3a12-4 AND 15c1-4 UNDER THE 
SECURITIES EXCHANGE ACT OF 1934 (15 U.S.C. 78a 
et seq.). (File No. 4-149) 


The Securities and Exchange Commission this day has published a 
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release on the Petition for Issuance and Amendment of Rules and 
Rulemaking Proceeding Therefor filed by the American Life Con- 
vention and the Life Insurance Association of America.’ That re- 
lease indicated the Commission’s findings as to the status of vari- 
able life insurance contracts, related interests and participations 
therein, and the issuers thereof and their related persons under 
the federal securities laws. That release also announced the adop- 
tion of Rule 3c-4 under the Investment Company Act of 1940 
(15 U.S.C. 80a-1 et seg.) and Rule 202-1 under the Investment 
Advisers Act of 1940 (15 U.S.C. 80b-1 et seg.). As indicated in 
that release, the Commission has determined not to adopt pro- 
posed Rule 157 under the Securities Act of 1933 (15 U.S.C. 70a 
et seq.) and proposed Rules 3a12-4 and 15c1-4 under the Securi- 
ties Exchange Act of 1934 (15 U.S.C. 78a et seq.) for the reasons 
stated therein. 


Accordingly, proposed Rule 157 under the Securities Act of 1933 
(15 U.S.C. 70a et seq.) and proposed Rules 3a12-4 and 15c1-4 un- 
der the Securities Exchange Act (15 U.S.C. 78a et seq.) are here- 
by withdrawn. 


By the Commission. 


Ronald F. Hunt 
Secretary 


1 Securities Act Release No. 5360, Securities Exchange Act Re- 
lease No. 9972, Investment Company Act Release No. 7644,.In- 
vestment Advisers Act Release No. 359. 


SECURITIES ACT OF 1933 
Rel. No. 5362/February 2, 1973 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 9984/February 2, 1973 


STATEMENT BY THE COMMISSION ON THE DISCLOS- 
URE OF PROJECTIONS OF FUTURE ECONOMIC 
PERFORMANCE 


On November 1, 1972, the Commission announced a public rule 
making proceeding relating to the use, both in filings with the 
Commission and otherwise, of estimates, forecasts or projections 
of economic performance by issuers whose securities are publicly 
traded. (Securities Exchange Act Release No. 9844, November 1, 
1972). These hearings were ordered by the Commission for the 
purpose of gathering information relevant to a reassessment of 
Commission policies relating to disclosure of projected sales and 
earnings (hereafter, ‘‘projections’’). The Division of Corporation 
Finance, in conducting the public hearings from November 20 to 
December 12, 1972, received testimony from fifty-three witnesses, 
including representatives of publicly held corporations, the securi- 
ties industry, the academic community, the self-regulatory organi- 
zations, and the accounting and legal professions. In addition, let- 
ters from over two hundred interested persons were received and 
made part of the public record. 


The Commission has never required a company to publicly disclose 
its projections and does not intend to do so now. It has been the 
Commission's long standing policy generally not to permit projec- 
tions to be included in prospectuses and reports filed with the 
Commission. However, on the basis of the information obtained 
through the hearings and on the basis of staff recommendations 
and its experience in administering the securities laws, the Com- 
mission has now determined that changes in its present policies 
with regard to use of projections would assist in the protection of 
investors and would be in the public interest. The Commission 
recognizes that projections are currently widespread in the securi- 
ties markets and are relied upon in the investment process. Persons 
invest with the future in mind and the market vaiue of a security 
reflects the judgments of investors about the future economic per- 
formance of the issuer. Thus projections are sought by all inves- 
tors, whether institutional or individual. The Commission is con- 
cerned, however, that all investors do not have equal access to this 
material information. Because of widespread public interest in this 
area and because of its importance to investors, the Commission is 
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releasing at this time its general conclusions regarding use of 
projections. 


Information gathered at the hearings reinforced the Commission's 
own observation that management's assessment of a company’s 
future performance is information of significant importance to the 
investor, that such assessment should be able to be understood in 
light of the assumptions made, and that such information should 
be available, if at all, on an equitable basis to all investors. The 
hearings also revealed widespread dissatisfaction with the fact that 
there are today no guidelines or standards that the issuer, the fi- 
nancial analyst or the investor can rely on in issuing or interpret- 
ing projections. In addition, public comment indicated that there 
were many issuers who are opposed to being required to issue pub- 
lic projections. 


The Commission plans to take the first steps toward integrating 
projections into the disclosure system, but it has determined not 
to require issuers to generate or disclose projections. The system 
that the Commission envisions would apply only to issuers who 
choose to disclose their projections. In this connection, the Com- 
mission proposes to permit issuers who meet certain standards to 
inciude projections in filings with the Commission under the Secu- 
rities Act of 1933 and the Securities Exchange Act of 1934 (‘‘Ex- 
change Act’’). The standards would include a requirement that the 
issuer had been a reporting company for a reasonable period of 
time and that it had a history of earnings and of internal budget- 
ing. The specific standards would be included in any proposed 
rules when issued for comment. It is contemplated that there 
would be certain restrictions on the type of projection that could 
be filed, for example, that it relate at a minimum to sales and 
earnings, that it be expressed as an exact figure or within a reason- 
able range, that the underlying assumptions be set forth, and that 
it be for a reasonable period, such as a fiscal year. | The Commis- 
sion believes that these limitations would help to assure that only 
projections that have a reasonable basis, are generally reliable, and 
are based on experience would be included in prospectuses and 
other filings. 


Further, the Commission contemplates that issuers who file pro- 
jections with the Commission would be required to update those 
projections on a regular basis, as well as in the event of material 
changes in the projections. However, any issuer who had filed pro- 
jection information in the past in registration statements or reports 
but who decides to omit such information in future filings, would 
be able to do so if it filed a statement of the reasons for that 
change of policy. 


Although it is proposed that disclosure of projections in Commis- 
sion documents would be voluntary, the Commission is also con- 
sidering a requirement that all issuers who elect to disclose their 
projections to the public through the financial media, financial an- 
alysts, or otherwise, file such projections with the Commission on 
a new form that would be developed especially for the filing of 
projections. Statements by management confirming the projections 
of others would cause the projection to be imputed to management 
for these purposes. 


The Commission has also concluded that, in order to provide ade- 
quate information for evaluating the projections made, any issuer 
subject to the reporting requirements of the Exchange Act who 
had made a public projection during any fiscal year, should be re- 
quired to file in its annual report on Form 10-K for that year a 
statement of the projection made, the circumstances under which 
it was made, and a comparison of the projection with actual results 
and an explanation of material variances, if any 


There was extensive testimony given at the hearings on the ques- 
tion of verification or certification of projection information by 
accountants or others. The Commission is concerned as to whether 
such verification would be meaningful since there are no generally 
accepted principles or policies at the present time that could be 
applied in the verification process. Thus, the Commission has de- 
termined not to allow any statement of certification or verification 
by any third party to be disciosed in filings with the Commission, 
at this time. Should such principles be developed, the Commission 
will reconsider its position. 


The Commission is aware of the fact that one of the primary 
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deterrents to a rational and open disclosure system for projections 
is the fear of liability for inaccurate projections. The Commission 
has decided that a rule, or rules, relating to the liability provisions 
of the securities laws and defining the circumstances under which 
a projection would not be considered to be a misleading statement 
of a material fact, would be appropriate in connection with any 
changes in the Commission's policy on the use of projections. It is 
contemplated that such a rule would embody the concept that a 
projection is not a promise that it will be achieved nor per se mis- 
leading if not achieved. A projection would not be considered to 
be a misstatement of a material fact if it were reasonably based in 
fact, prepared with reasonable care and carefully reviewed. 


In addition to the above changes, all of which would require 
amendments to existing forms and reports, or development of new 
rules and forms, the Commission plans to issue a release setting 
forth its more detailed views on the issuance of projections by 
management, financial analysts and other members of the financial 
community. The release would be particularly concerned with the 
liabilities involved for issuers and others making projections with- 
out reasonable bases and would contain a statement of the Com- 
mission's strong reservations about the ability of issuers with lim- 
ited resources or operational histories to make reasonably based 
projections. The release would also deal with the problem of 
selective disclosure of projections and the liabilities resulting there- 
from. 


The Commission believes that it is in the interest of investors and 
issuers to move gradually in this area. Action taken in the form of 
proposed rules would, of necessity, be in the nature of an experi- 
ment and would be carefully monitored by the Commission. The 
results of the hearings conducted by the staff have convinced the 
Commission that now is the appropriate time to take action in this 
area, to recognize the realities of the situation, and to take the 
lead in developing standards and guidelines that will enable all issu- 
ers to understand their responsibilities and all investors to have 
equal access to projection information. 


In summary, the Commission has determined that 


1. Disclosure of projections in Commission filings should not be 
required except under the circumstances set forth in paragraphs 7 
and 8, below. 


2. Issuers who are reporting companies and who meet certain 
standards relating to their earnings histories and budgeting experi- 
ence should be permitted to include projections in filings made 
with the Commission pursuant to the Securities Act and the Ex- 
change Act. 


3. Projections disclosed in Commission filings should meet certain 
standards, for example, the underlying assumptions should be set 
forth, the projection should be of sales and earnings and expressed 
as a reasonably definite figure, and the projections should be for a 
reasonable period of time. 


4. Any issuer who files projection information should be required 
to update the filed projection on a regular basis and whenever the 
issuer materially changes its projection. 


5. Any issuer who has previously filed projection information 
should be allowed to stop filing such information if it discloses its 


decision and the reasons therefor. 


6. No statement of verification or certification of the projections 


by any third party should be permitted in any filing with the Com- 


mission at this time. 


7. Any issuer who discloses projections outside of filings with the 
Commission, whether through financial media, financial analysts or 
otherwise, should be required to file such projections with the 
Commission on a special projection form. 


8. Any issuer subject to the reporting requirements of the Ex- 
change Act who discloses a projection, whether in a Commission 
filing or not, should be required to include in its annual report on 
Form 10-K for the fiscal year during which the projection was 
made, a statement of the projection made, the circumstances 


under which it was disclosed, and a comparison of the projection 
with actual results 


9. The Commission should adopt rules under the securities laws to 
define the circumstances under which a projection would not be 
considered to be a misleading statement of a material fact 


10. The Commission should issue a release setting forth certain 
standards for the preparation and dissemination of projections by 
management of public companies, financial analysts, and other 
members of the financial community. The release should highlight 
the Commission's reservations as to whether anyone who makes a 
projection with respect to an issuer having a limited history of 
operations can meet the standards necessary to avoid liability. In 
addition, the adverse consequences of selective disclosure of materi- 
al information such as projections should be emphasized 


The Commission has directed its Division of Corporation Finance 
to prepare specific releases and rule and form changes necessary to 
implement the conclusions set forth above. The rule and form 
changes will be published for comment at a later date, at which 
time the general release described in paragraph 10 will be issued 


By the Commission. 


Ronald F. Hunt 
Secretary 


1 The Commission recognizes that tax shelter investments involve 
different considerations and that projections covering only one year 
would not be meaningful. Accordingly, a separate release will be 
issued covering such securities 
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SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 9929/January 29, 1973 


NOTICE OF PROPOSED AMENDMENT TO RULE 
3a-11-1 UNDER THE SECURITIES EXCHANGE ACT OF 
1934 (File No. S7-475) 


The Commission is releasing for public comment and amendment 
to Rule 3a11-1 under the Securities Exchange Act for 1934 (the 
“Act’’) clarifying the term ‘‘equity security’ to specifically include 
calls and puts (“‘options’’). 


The Board of Governors of the Federal Reserve System has re- 
quested for the purpose of clarity and in view of the pending pro- 
posals of the Chicago Board Options Exchange, Inc. to engage in 
exchange trading of such options, that the Commission redefine 
equity security to specify that such options are equity securities 
within the meaning of Section 3(a)(11) of the Act. The principal 
effect of this amendment would be to make it clear that the Fed- 
eral Reserve System has authority under Section 7(d) of the Act 
to regulate the extension or maintenance of credit by banks with 
respect to such options. 


All interested persons are invited to submit their views and com- 
ments on the proposed rule. Written statements of views and com- 
ments should be addressed to Martin Moskowitz, Assistant Director, 
Division of Market Regulation, Securities and Exchange Commis- 
sion, 500 North Capitol Street, Washington, D.C. 20549, on or be- 
fore March 16, 1973. Reference should be made to file number 
$7-475. All such communications will be available for public 
inspection. 


The Securities and Exchange Commission, acting pursuant to the 
provisions of the Securities Exchange Act of 1934, and particu- 
larly Sections 3(a)(11) and 23(a) thereof, proposes to amend Rule 
3a-11 to read as follows (new language underscored) 

TEXT OF RULE 

Rule 3a11-1. DEFINITION OF THE TERM EQUITY SECURITY 
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The term “equity security” is hereby defined to include any stock 
or similar security, certificate of interest or participation in any 
profit sharing agreement, preorganization certificate or subscription, 
transferable share, voting trust certificate or certificate of deposit 
for an equity security, limited partnership interest, interest in a 
joint venture, or certificate of interest in a business trust; or any 
security convertible, with or without consideration into such a 
security, Or carrying any warrant or right to subscribe to or pur- 
chase such a security; or any such warrant or right; or any put, 
cal!, straddie, or other option or privilege of buying such a secu- 





rity from ay selling such a security to another without being bound 








to do so. 
By the Commission. 


Ronald F. Hunt 
Secretary 


SECURITIES EXCHANGE ACT 
Rel. No. 9965/January 30, 1973 


Admin. Proc. File No. 3-3826 


In the Matter of 
JAMES S. ROSS 


205 Flower Avenue 
Las Vegas, Nevada 


FINDINGS AND ORDER IMPOSING REMEDIAL SANCTIONS 


In these proceedings pursuant to Section 15(b) of the Securities 
Exchange Act of 1934, James S. Ross, who at relevant times 
was associated with a registered broker-dealer (“‘registrant’’), 
has submitted an offer of settlement. Under the terms of the 
offer, respondent, solely for the purpose of settlement of these 
proceedings and without admitting or denying the allegations 
in the order for proceedings, consented to findings of willful 
violations as alleged in that order and to entry of an order bar- 
ring him from associating with any broker-dealer as a principal 
or supervisor and suspending him from associating in any other 
capacity for a period of two months, after which time he may 
become employed by a broker-dealer in a nonsupervisory ca- 
pacity upon an adequate showing that he will be properly 
supervised. 

After due consideration of the offer of settlement and upon the 

recommendation of its staff, the Commission determined to ac- 

cept the offer. 


On the basis of the offer of settlement and the order for proceed- 
ings it is found that during the period from about April 17 to 
about July 18, 1972:1 


1. Respondent willfully violated and willfully aided and abetted 
violations of the registration provisions of Sections 5(a) and 5(c) 
of the Securities Act of 1933 and the antifraud provisions of 
Section 17(a) of that Act and Section 10(b) of the Exchange Act 
and Rule 10b-5 thereunder. He offered, sold and delivered securi- 
ties of various issuers, including those of Basic Empire, Inc., Multi- 
national Industries, and Continental Dynamics, Ltd., when no 
registration statement under the Securities Act was in effect as to 
them, and made false and misleading statements to registrant's 
customers regarding the financial Condition and source of income 
of certain issuers and the nature of the market for their securities. 


2. Respondent willfully aided and abetted violations of the 
recordkeeping provisions of Section 17(a) of the Exchange Act 
and Rule 17a-3 thereunder applicable to registered broker-dealers. 


In connection with the offer of settlement, it is represented that 
respondent was employed as an assistant trader whose duties were 
primarily confined to carrying out instructions, that he wes rela- 
tively new in the securities business, and that he has not been en- 
gaged in such business since September 1972. 


Under the circumstances, it is in the public interest to take the 
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remedial action to which respondent has consented. 


Accordingly, 1T 1S ORDERED that James S. Ross be, and he 
hereby is, barred from being associated with any broker or dealer 
as a principal or supervisor, and suspended from being associated 
with any broker or dealer in any other capacity for two months 
after which time he may become associated in a nonsupervisory 
capacity upon an adequate showing that he will be properly 
supervised. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


1 The findings made herein are binding only on the named 
respondent and not upon any other respondent in these 
proceedings. 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 9969/January 30, 1973 


CONTROL LOCATIONS FOR FOREIGN SECURITIES 
UNDER SUBPARAGRAPHS (c)(4) AND (c)(7) OF RULE 
15c3-3 UNDER THE SECURITIES EXCHANGE ACT OF 
1934 


Introduction 


Rule 15c3-3 under the Securities Exchange Act of 1934 requires a 
broker-dealer to promptly obtain possession or control of all fully 
paid securities and excess margin securities carried for the account 
of his customers and to act within designated time frames where 
possession or control has not been established. Subparagraphs 
(c)(4) and (c)(7) of Rule 15c3-3 deem control of customer securi- 
ties to have been established if such securities are in the custody 
of a foreign depository, foreign clearing agency, foreign custodian 
bank or such other location which the Commission upon applica- 
tion shall designate as a satisfactory control location for securities. 


Control Location for Foreign Securities 


The Commission has recently received numerous written requests 
to designate certain entities as control locations for customers’ 
foreign securities in order that broker-dealers may comply with 
the requirements to reduce such customer securities to their con- 
trol. The applications are for the designation of foreign banks, 
foreign depositories and clearing agencies, foreign broker-dealers, 
domestic registered broker-dealers carrying foreign securities 
abroad for the customers of other broker-dealers and other entities 
as satisfactory control locations for such foreign securities. 


As these requests were generally received within the two week 
period immediately preceding the effective date of Rule 15c3-3 
and as the requested locations aggregated in excess of 100, the 
Commission staff is still in the process of reviewing them. Addi- 
tionally, many broker-dealers through inadvertance may not have 
filed requests for designating entities as control locations for cus- 
tomers’ foreign securities. Such broker-dealers should promptly 

file applications containirig the name and a general description of 
the entity sought to be designated as a control location for foreign 
securities with Harry Melamed, Special Counsel, Division of Market 
Regulation, Securities and Exchange Commission, Washington, D.C. 
20549. 


Irrespective of whether a broker or dealer has filed a request, the 
Commission has determined that to the extent a broker-dealer has 
utilized a foreign entity (e.g., a foreign custodian bank) for hold- 
ing customers’ foreign securities in a foreign location, or a domes- 
tic entity which holds such broker or dealer’s customers’ foreign 
securities in a foreign location, as of January 15, 1973 or at any 
time within two years immediately preceding such date, such 
broker-dealer shall be permitted to utilize such entity as a satisfac- 
tory control location for such foreign securities under Rule 15c3-3 
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until May 31, 1973. However, the Commission may deem a specif- 


ic entity as a non-control location at a date earlier than May 31 if 
the Commission determines that it would not be in the public in- 
terest or for the protection of investors to permit such entity to 
continue to be a control location for customers’ foreign securities. 
Any such determination would be made publicly known to the 
brokerage community so it could take appropriate steps. 


After reviewing these requests as well as obtaining such other in- 
formation as may be necessary, the Commission anticipates that, 
on or about April 30, 1973, it will publish guidelines for control 
locations for foreign securities. 


By the Commission. 


Ronald F. Hunt 
Secretary 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 9972/January 31, 1973 


ADOPTION OF RULE 3c-4 UNDER THE INVESTMENT 
COMPANY ACT OF 1940 (15 U.S.C. 80a-1 et seq.) TO 
DEFINE A SEPARATE ACCOUNT ESTABLISHED, etc. 


See Securities Act Release No. 5360 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 9973/January 31, 1973 


WITHDRAWAL OF PROPOSED RULE 157 UNDER 
THE SECURITIES ACT OF 1933 (15 U.S.C. 70a et seq.) 
AND PROPOSED RULES 3a12-4 AND 15c1-4 UNDER 
THE SECURITIES EXCHANGE ACT OF 1934 (15 
U.S.C. 78a et seq.). (File No. 4-149) 


See Securities Act Release No. 5361 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 9974/January 30, 1973 


TEMPORARY SUSPENSION OF PARAGRAPH (m) OF 
RULE 15c3-3 UNDER THE SECURITIES EXCHANGE 
ACT OF 1934 TO EXEMPTED SECURITIES 


In the days immediately preceding the effective date of Rule 
15c3-3 under the Securities Exchange Act of 1934 (January 15, 
1973), the Commission was informed that certain banking and 
other financial institutions were unaware that the Rule, specifical- 
ly paragraph (m), applied to exempted securities (e.g., U.S. gov- 
ernment and municipal obligations) or that these institutions were 
to be considered customers of a broker-dealer and thus subject to 
the buy-in provisions of paragraph (m) of the Rule. It has been 
represented to the Commission that the application of paragraph 
(m) to exempted securities may create operational hardships with 


respect to the delivery of exempted securities, and, in this connec- 


tion, the Commission has been requested to reconsider the appli- 
cability of the Rule with respect to exempted securities, particu- 
larly with regard to paragraph (m). 


Paragraph (m) of Rule 15c3-3 requires that if a broker-deater exe- 
cutes a sell order for a customer and if for any reason the broker- 
dealer has not obtained possession of the securities from the cus- 
tomer within 10 business days after settlement date, the broker- 
dealer shall immediately thereafter close the transaction by pur- 
chasing securities of like kind and quantity. The purpose of this 
provision is to insure that a broker-dealer promptly obtains pos- 


session of securities sold by customers. Prompt possession is neces- 


sary in order for the broker-dealer to be able to comply with 
other provisions of the Rule to reduce customers’ fully paid and 
excess margin securities to his possession or control and for the 
broker-dealer to be able to promptly redeliver to other broker- 


dealers to whom deliveries are owed. A further objective of this 
provision is to improve the securities processing mechanisms em- 
ployed by the securities industry by increasing the availability of 
securities to make deliveries and to accomplish timely settlements 
and thereby reduce fails in the settlement process. 


The Commission does not intend that a provision designed to im- 
prove the financial responsibility and related practices of broker- 
dealers cause operational hardships. The Commission therefore sus- 
pends the operation of paragraph (m) as to sell orders for ex- 
empted securities (e.g., U.S. government and municipal obligations) 
until March 1, 1973. 


The Commission is soliciting the comments of interested persons 
regarding the operational problems encountered by customers in 
making deliveries of exempted securities within the designated 
time frame of paragraph (m). After reviewing these comments, the 
Commission will set forth its views on these matters. Comments 
on the above Commission action should be addressed to Lee A. 
Pickard, Associate Director of the Division of Market Regulation, 
Securities and Exchange Commission, 500 North Capitol Street, 
N.W., Washington, D.C. 20549 and should be received no later 
than February 20, 1973. 


Broker-dealers are reminded that paragraph (m) remains in effect 
as to sale transactions by all customers, including such financial 
institutions, with regard to all securities other than exempted 
securities. 


The suspension of paragraph (m) with regard to exempted securi- 
ties relieves a restriction within the meaning of 5 U.S.C. 553(d) 
and is effective immediately 


By the Commission. 


Ronald F. Hunt 
Secretary 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 9975/January 30, 1973 


The Securities and Exchange Commission announced that the sus- 
pension of over-the-counter trading in the securities of Tidal Ma- 
rine International (‘Tidal’) of New York, New York will termi- 
nate at midnight on January 31, 1973. 


The Commission originally suspended trading in Tidal on Novem- 
ber 13, 1972 for a 10-day period. Such suspension has been con- 
tinued for subsequent ten-day periods until January 31, 1973. The 
suspension was ordered by the Commission because of ‘the lack of 
current adequate information concerning the financial condition of 
the company. In addition Tidal is delinquent in certain of its fil- 
ings with the Commission. 


In November 1972, Tidal Marine International furnished informa- 
tion to the news media outliniiig Tidal’s default to National Bank 
of North America on $15 million in loans, its $5 million debt to a 
General Electric pension trust, its $500,000 to $600,000 debt to 
Chemical Bank, and other unsecured loans outstanding between 
$5 and $6 million. Also included was the information that the 
banks had taken controi of Tidal’s ships and sold several vessels to 
protect the banks’ loans, leaving only 25 ships left in the fleet. The 
news release by Tidal further stated that Tidal was trying to refi- 
nance its bank debts and secure new working capital. The Com- 
mission has been informed that Tidal has apparently been evicted 
from its premises in New York City for non-payment of rent. 


The Commission has received reports on Form 8-K from Tidal for 
the months September, October, and November 1972. However, 
the quarterly reports on Form 10-Q for the periods ending June 
30, 1972 and September 30, 1972, have not been filed by Tidal 
to date. Therefore, Tidal is delinquent in its required filings with 
the Commission. 


The Commission cautions broker-dealers, shareholders and prospec- 
tive purchasers that, in any trading of Tidal common stock after 
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The term “‘equity security” is hereby defined to include any stock 
or similar security, certificate of interest or participation in any 
profit sharing agreement, preorganization certificate or subscription, 
transferable share, voting trust certificate or certificate of deposit 
for an equity security, limited partnership interest, interest in a 
joint venture, or certificate of interest in a business trust; or any 
security convertible, with or without consideration into such a 
security, Or carrying any warrant or right to subscribe to or pur- 
chase such a security; or any such warrant or right; or any put, 
ca!!, straddle, or other option or privilege of buying such a secu- 





rity from or selling such a security to another without being bound 








to do so. 
By the Commission. 


Ronaid F. Hunt 
Secretary 


SECURITIES EXCHANGE ACT 
Rel. No. 9965/January 30, 1973 


Admin. Proc. File No. 3-3826 


In the Matter of 
JAMES S. ROSS 


205 Flower Avenue 
Las Vegas, Nevada 


FINDINGS AND ORDER IMPOSING REMEDIAL SANCTIONS 


In these proceedings pursuant to Section 15(b) of the Securities 
Exchange Act of 1934, James S. Ross, who at relevant times 
was associated with a registered broker-dealer (‘‘registrant’’), 
has submitted an offer of settlement. Under the terms of the 
offer, respondent, solely for the purpose of settlement of these 
proceedings and without admitting or denying the allegations 
in the order for proceedings, consented to findings of willful 
violations as alleged in that order and to entry of an order bar- 
ring him from associating with any broker-dealer as a principal 
or supervisor and suspending him from associating in any other 
capacity for a period of two months, after which time he may 
become employed by a broker-dealer in a nonsupervisory ca- 
pacity upon an adequate showing that he will be properly 
supervised. 

After due consideration of the offer of settlement and upon the 

recommendation of its staff, the Commission determined to ac- 

cept the offer. 


On the basis of the offer of settlement and the order for proceed- 
ings it is found that during the period from about April 17 to 
about July 18, 1972:1 


1. Respondent willfully violated and willfully aided and abetted 
violations of the registration provisions of Sections 5(a) and 5i(c) 
of the Securities Act of 1933 and the antifraud provisions of 
Section 17(a) of that Act and Section 10(b) of the Exchange Act 
and Rule 10b-5 thereunder. He offered, sold and delivered securi- 
ties of various issuers, including those of Basic Empire, Inc., Multi- 
national Industries, and Continental Dynamics, Ltd., when no 
registration statement under the Securities Act was in effect as to 
them, and made false and misleading statements to registrant's 
customers regarding the financial condition and source of income 
of certain issuers and the nature of the market for their securities. 


2. Respondent willfully aided and abetted violations of the 
recordkeeping provisions of Section 17(a) of the Exchange Act 
and Rule 17a-3 thereunder applicable to registered broker-dealers. 


In connection with the offer of settlement, it is represented that 
respondent was employed as an assistant trader whose duties were 
primarily confined to carrying out instructions, that he was rela- 
tively new in the securities business, and that he has not been en- 
gaged in such business since September 1972. 


Under the circumstances, it is in the public interest to take the 
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remedial action to which respondent has consented. 


Accordingly, 1T 1S ORDERED that James S. Ross be, and he 
hereby is, barred from being associated with any broker or dealer 
as a principal or supervisor, and suspended from being associated 
with any broker or dealer in any other capacity for two months 
after which time he may become associated in a nonsupervisory 
capacity upon an adequate showing that he will be properly 
supervised. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


1 The findings made herein are binding only on the named 
respondent and not upon any other respondent in these 
proceedings. 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 9969/January 30, 1973 


CONTROL LOCATIONS FOR FOREIGN SECURITIES 
UNDER SUBPARAGRAPHS (c)(4) AND (c)(7) OF RULE 
15c3-3 UNDER THE SECURITIES EXCHANGE ACT OF 
1934 


Introduction 


Rule 15c3-3 under the Securities Exchange Act of 1934 requires a 
broker-dealer to promptly obtain possession or control of all fully 
paid securities and excess margin securities carried for the account 
of his customers and to act within designated time frames where 
possession or control has not been established. Subparagraphs 
(c)(4) and (c)(7) of Rule 15c3-3 deem control of customer securi- 
ties to have been established if such securities are in the custody 
of a foreign depository, foreign clearing agency, foreign custodian 
bank or such other location which the Commission upon applica- 
tion shall designate as a satisfactory control location for securities. 


Control Location for Foreign Securities 


The Commission has recently received numerous written requests 
to designate certain entities as control locations for customers’ 
foreign securities in order that broker-dealers may comply with 
the requirements to reduce such customer securities to their con- 
trol. The applications are for the designation of foreign banks, 
foreign depositories and clearing agencies, foreign broker-dealers, 
domestic registered broker-dealers carrying foreign securities 
abroad for the customers of other broker-dealers and other entities 
as satisfactory control locations for such foreign securities. 


As these requests were generally received within the two week 
period immediately preceding the effective date of Rule 15c3-3 
and as the requested locations aggregated in excess of 100, the 
Commission staff is still in the process of reviewing them. Addi- 
tionally, many broker-dealers through inadvertance may not have 
filed requests for designating entities as control locations for cus- 
tomers’ foreign securities. Such broker-dealers should promptly 

file applications containirig the name and a general description of 
the entity sought to be designated as a control location for foreign 
securities with Harry Melamed, Specia! Counsel, Division of Market 
Regulation, Securities and Exchange Commission, Washington, D.C. 
20549. 


Irrespective of whether a broker or dealer has filed a request, the 
Commission has determined that to the extent a broker-dealer has 
utilized a foreign entity (e.g., a foreign custodian bank) for hold- 
ing customers’ foreign securities in a foreign location, or a domes- 
tic entity which holds such broker or dealer’s customers’ foreign 
securities in a foreign location, as of January 15, 1973 or at any 
time within two years immediately preceding such date, such 
broker-dealer shall be permitted to utilize such entity as a satisfac- 
tory control location for such foreign securities under Rule 15c3-3 
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until May 31, 1973. However, the Commission may deem a specif- 


ic entity as a non-control location at a date earlier than May 31 if 
the Commission determines that it would not be in the public in- 
terest or for the protection of investors to permit such entity to 
continue to be a control location for customers’ foreign securities. 
Any such determination would be made publicly known to the 
brokerage community so it could take appropriate steps. 


After reviewing these requests as well as obtaining such other in- 
formation as may be necessary, the Commission anticipates that, 
on or about April 30, 1973, it will publish guidelines for control 
locations for foreign securities. 


By the Commission. 


Ronald F. Hunt 
Secretary 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 9972/January 31, 1973 


ADOPTION OF RULE 3c-4 UNDER THE INVESTMENT 
COMPANY ACT OF 1940 (15 U.S.C. 80a-1 et seq.) TO 
DEFINE A SEPARATE ACCOUNT ESTABLISHED, etc. 


See Securities Act Release No. 5360 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 9973/January 31, 1973 


WITHDRAWAL OF PROPOSED RULE 157 UNDER 
THE SECURITIES ACT OF 1933 (15 U.S.C. 70a et seq.) 
AND PROPOSED RULES 3a12-4 AND 15c1-4 UNDER 
THE SECURITIES EXCHANGE ACT OF 1934 (15 
U.S.C. 78a et seq.). (File No. 4-149) 


See Securities Act Release No. 5361 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 9974/January 30, 1973 


TEMPORARY SUSPENSION OF PARAGRAPH (m) OF 
RULE 15c3-3 UNDER THE SECURITIES EXCHANGE 
ACT OF 1934 TO EXEMPTED SECURITIES 


In the days immediately preceding the effective date of Rule 
15c3-3 under the Securities Exchange Act of 1934 (January 15, 
1973), the Commission was informed that certain banking and 
other financial institutions were unaware that the Rule, specifical- 
ly paragraph (m), applied to exempted securities (e.g., U.S. gov- 
ernment and municipal obligations) or that these institutions were 
to be considered customers of a broker-dealer and thus subject to 
the buy-in provisions of paragraph (m) of the Rule. It has been 
represented to the Commission that the application of paragraph 
(m) to exempted securities may create operational hardships with 


respect to the delivery of exempted securities, and, in this connec- 


tion, the Commission has been requested to reconsider the appli- 
cability of the Rule with respect to exempted securities, particu- 
larly with regard to paragraph (m). 


Paragraph (m) of Rule 15c3-3 requires that if a broker-dealer exe- 
cutes a sell order for a customer and if for any reason the broker- 
dealer has not obtained possession of the securities from the cus- 
tomer within 10 business days after settlement date, the broker- 
dealer shall immediately thereafter close the transaction by pur- 
chasing securities of like kind and quantity. The purpose of this 
provision is to insure that a broker-dealer promptly obtains pos- 


session of securities sold by customers. Prompt possession is neces- 


sary in order for the broker-dealer to be able to comply with 
other provisions of the Rule to reduce customers’ fully paid and 
excess margin securities to his possession or control and for the 
broker-dealer to be able to promptly redeliver to other broker- 


dealers to whom deliveries are owed. A further objective of this 
provision is to improve the securities processing mechanisms em- 
ployed by the securities industry by increasing the availability of 
securities to make deliveries and to accomplish timely settlements 
and thereby reduce fails in the settlement process. 


The Commission does not intend that a provision designed to im- 
prove the financial responsibility and related practices of broker- 
dealers cause operational hardships. The Commission therefore sus- 
pends the operation of paragraph (m) as to sell orders for ex- 
empted securities (e.g., U.S. government and municipal obligations) 
until March 1, 1973. 


The Commission is soliciting the comments of interested persons 
regarding the operational problems encountered by customers in 
making deliveries of exempted securities within the designated 
time frame of paragraph (m). After reviewing these comments, the 
Commission will set forth its views on these matters. Comments 
on the above Commission action should be addressed to Lee A. 
Pickard, Associate Director of the Division of Market Regulation, 
Securities and Exchange Commission, 500 North Capitol Street, 
N.W., Washington, D.C. 20549 and should be received no later 
than February 20, 1973. 


Broker-dealers are reminded that paragraph (m) remains in effect 
as to sale transactions by all customers, including such financial 
institutions, with regard to all securities other than exempted 
securities. 


The suspension of paragraph (m) with regard to exempted securi- 
ties relieves a restriction within the meaning of 5 U.S.C. 553(d) 
and is effective immediately. 


By the Commission. 


Ronald F. Hunt 
Secretary 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 9975/January 30, 1973 


The Securities and Exchange Commission announced that the sus- 
pension of over-the-counter trading in the securities of Tidal Ma- 
rine International (‘‘Tidal’’) of New York, New York will termi- 
nate at midnight on January 31, 1973. 


The Commission originally suspended trading in Tidal on Novem- 
ber 13, 1972 for a 10-day period. Such suspension has been con- 
tinued for subsequent ten-day periods until January 31, 1973. The 
suspension was ordered by the Commission because of ‘the lack of 
current adequate information concerning the financial condition of 
the company. In addition Tidal is delinquent in certain of its fil- 
ings with the Commission. 


In November 172, Tidal Marine International furnished informa- 
tion to the news media outlining Tidal’s default to National Bank 
of North America on $15 million in loans, its $5 million debt to a 
General Electric pension trust, its $500,000 to $600,000 debt to 
Chemical Bank, and other unsecured loans outstanding between 
$5 and $6 million. Also included was the information that the 
banks had taken control of Tidal’s ships and sold several vessels to 
protect the banks’ loans, leaving only 25 ships left in the fleet. The 
news release by Tidal further stated that Tidal was trying to refi- 
nance its bank debts and secure new working capital. The Com- 
mission has been informed that Tidal has apparently been evicted 
from its premises in New York City for non-payment of rent. 


The Commission has received reports on Form 8-K from Tidal for 
the months September, October, and November 1972. However, 
the quarterly reports on Form 10-Q for the periods ending June 
30, 1972 and September 30, 1972, have not been filed by Tidal 
to date. Therefore, Tidal is delinquent in its required filings with 
the Commission. 


The Commission cautions broker-dealers, shareholders and prospec- 
tive purchasers that, in any trading of Tidal common stock after 
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the trading ban expires, they should consider carefully the forego- 
ing information along with all other currently available informa- 
tion and any information subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to the fact that 
pursuant to Rule 15c2-11 under the Exchange Act, no quotations 
may be entered, unless and until all of the provisions of said rule 
are strictly complied with. If any broker or dealer has any ques- 
tion as to whether or not such rule has been complied with, he 
should not enter any quotation but should immediately contact 
the staff of the Securities and Exchange Commission, Division of 
Enforcement in Washington, D.C. If any broker or dealer is un- 
certain as to what is required by Rule 15c2-11, he should refrain 
from entering quotations relating to the securities in question un- 
til such time as he has familiarized himself with said rule and is 
certain that all of its provisions have been met. If any broker or 
dealers enters any quotation which is in violation of said rule, the 


Commission will consider the need for prompt enforcement action. 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 9976/January 30, 1973 


The Securities and Exchange Commission, pursuant to Section 
15(c)(5) of the Securities Exchange Act of 1934, ordered the 
temporary suspension of over-the-counter trading in the $1.00 par 
value common stock and other securities of Royal Airlines, Inc. 
(“Royal"’), a Nevada corporation located in Las Vegas, Nevada, 
for the 10-day period commencing 1:30 p.m. (EST) January 30, 
1973 and continuing through February 8, 1973. 


The suspension was ordered because of the absence of adequate 
public information about the company and because of questions 


as to the actual amount of Royal shares outstanding. 


Mr. Russell Button, Deputy Secretary of State in Charge of the 


Securities Division for the State of Nevada, has informed the Com- 


mission that Royal's aircraft have been repossessed by John F. 
Pyle of Generai Aviation Company, San Jose, California, for non- 
Payment under the purchase contracts with respect to the planes, 
and that Royal does not have funds to pay a sufficient amount to 
obtain the release of the aircraft. 


The Commission cautions broker-dealers, shareholders and prospec- 


tive purchasers that, in any trading of Royal common stock after 
the trading ban expires, they should consider carefully the forego- 
ing information along with all other currently available informa 
tion and any in: ormation subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to the fact that 
pursuant to Rule 15c2-11 under the Exchange Act, no quotations 
may be entered unless and until all of the provisions of said rule 
are strictly complied with. If any broker or dealer has any ques- 
tion as to whether or not such rule has been complied with, he 
should not enter any quotation but should immediately contact 
the staff of the Securities and Exchange Commission, Division of 
Enforcement in Washington, D.C. If any broker or dealer is un- 
certain as to what is required by Rule 15c2-11, he should refrain 
from entering quotations relating to the securities in question un- 
til such time as he has familiarized himself with said rule and is 
certain that all of its provisions have been met. If any broker or 
dealer enters any quotation which is in violation of said rule, the 


Commission will consider the need for prompt enforcement action. 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 9977/January 31, 1973 


The Securities and Exchange Commission has issued an order un- 
der the Securities Exchange Act of 1934 granting an application 
of the Detroit Stock Exchange for unlisted trading privileges in 
the common stocks of Continental Illinois Corporation and First 
National Boston Corporation. 
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SECURITIES EXCHANGE ACT 
Rel. No. 9978/February 1, 1973 


Admin. Proc. File No. 3-3263 


In the Matter of 


CAPITAL GROWTH CONSERVATION CORPORATION 
Chicago, Illinois 
(8-15399) 


and 
BERNARD KLEINMAN 


ORDER PERMITTING WITHDRAWAL OF 
REGISTRATION 


In this proceeding pursuant to Sections 15(b) and 15A of the 
Securities Exchange Act of 1934, Capital Growth Conservation 
Corporation, a registered broker-dealer, and Bernard Kleinman, 
its president, have submitted an offer of settlement in which 
they waive a hearing and post-hearing procedures. 


Under the terms of the offer, solely for the purpose of these ‘pro- 
ceedings and any other administrative proceedings pursuant to Sec- 
tions 15(b), 15A and 19(a)(3) of the Exchange Act, Section 9(b) 
of the Investment Company Act of 1940 and Section 203(e) of 
the Investment Advisers Act of 1940, and without admitting or 
denying the allegations in the order for proceedings, registrant 
agrees to withdraw its broker-dealer registration and both respond- 
ents agree that neither will apply for registration as a broker-dealer 
without first having received the written approval of the Commis- 
sion. 


The order for proceedings alleged that registrant willfully violated 
and Kleinman willfully aided and abetted violations of the registra- 
tion, reporting, net capital and recordkeeping provisions of Sec- 
tions 15(b), 15(c)(3) and 17(a) of the Exchange Act and Rules 
15b1-2, 15b3-1, 15c3-1 and 17a-3 thereunder during the period 
December 1969-September 1971 and that respondents failed rea- 
sonably to supervise persons subject to their supervision with a 
view to preventing violations by such persons. 


In connection with the offer of settlement, it is represented that 

during the period involved registrant owed no money or securities 
to anyone other than Kleinman and that it is presently in compli- 
ance with the Commission's net capital, recordkeeping and other 

applicable rules and regulations. 


After due consideration of the offer and upon the recommendation 
of its staff, the Commission determined to accept the offer of set- 
tlement. 


Accordingly, 1T 1S ORDERED that the registration as a broker anc 
dealer of Capital Growth Conservation Corporation be, and it here- 
by is, withdrawn, and that registrant and Kleinman shali not regis- 
ter as a broker or dealer without the prior written approval of the 
Commission. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


SECURITIES EXCHANGE ACT 
Rel. No. 9979/February 1, 1973 


Admin. Proc. File No. 3-3460 
In the Matter of 

MCLEAN & COMPANY, INC. 
770 Commerce Street 


Tacoma, Washington 
(8-6172) 
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ARCHIE MCLEAN, JR. 


GARY MACLEOD 
7733 Overlake Drive 
Medina, Washington 


FINDINGS AND ORDER IMPOSING REMEDIAL SANCTIONS 


In these proceedings instituted pursuant to Sections 15(b), 
15A and 19(a)(3) of the Securities Exchange Act of 1934 and 
Section 203(e) of the Investment Advisers Act of 1940, offers 
of settlement have been submitted by McLean & Company, 
Inc. (“registrant”), a registered broker-dealer, Archie McLean 
and Gary MacLeod. At relevant times, McLean was president 
and a director of registrant and MacLeod, a registered repre- 
sentative employed by another registered broker-dealer. Under 
the terms of the offers, respondents, solely for the purpose of 
settlement of proceedings pursuant to the above provisions and 
without admitting or denying the allegations of the order for 
proceedings, consented to findings of willful violations of the 
securities acts alleged in that order and to the issuance of an 
order imposing specified remedial sanctions. 


After due consideration of the offers of settlement and upon the 
recommendation of its staff, the Commission determined to accept 
the offers. ° 


On the basis of the order for proceedings and the offers of settle- 
ment, it is found that respondents willfully violated or willfully 
aided and abetted violations of Section 17(a) of the Securities Act 
of 1933 and Sections 10(b), 15(c)(1) and 17(a) of the Exchange 
Act and Rules 10b-5, 15c1-4 and 17a-3 thereunder in connection 
with conveying benefits to the former executive secretary of the 
State Finance Committee of the State of Washington who had 
primary responsibility for the purchase and sale of securities on be- 
half of various state funds and who directed allocations of securi- 
ties transactions to registrant, among various other brokerage firms, 
on behalf of such funds. In particular from about February 1967 
to May 1968, registrant and McLean sold to such official securities 
of Hillhaven, Inc. and Prosser Packers, Inc. at less than prevailing 
market prices and provided him with fees and other monetary 
benefits in return for a list of institutional investors in the Chicago 
area, and from about January 1968 to January 1969, MacLeod al- 
located to the official stock in new issues which were expected to 
and which did sell at a premium subsequent to the effective date 
of the offerings. Registrant, McLean and MacLeod also failed to 
make accurate records to disclose the official's interest in the 
above transactions and failed to disclose on confirmations and 
other records all material information with respect to commissions 
and other remuneration received in connection with transactions 
for the funds. 1 


The offers of settlement provide that registrant’s business as a 
broker-dealer may be suspended for a period of 30 calendar days 
with the exception of its normal underwriting activities as hereto- 
fore conducted and consummation of transactions pending at the 
commencement of the suspension, and that McLean and MacLeod 
may be suspended from association with any broker or dealer for 
60 calendar and 15 business days, respectively. Registrant has also 
undertaken to pay to the State Finance Committee of the State of 
Washington, during the suspension of its business, ten thousand 
dollars ($10,000) cash, which may be included in and credited 
toward the settlement of any claim made, including present litiga- 
tion, or satisfaction of any judgment obtained by the State of 
Washington against registrant and McLean in connection with the 
matters contained in the order‘for these proceedings. 


Under all the circumstances, it is in the public interest to impose 
the sanctions specified in the offers of settlement. . 


Accordingly, 1T IS ORDERED that subject to the above under- 
taking and exceptions, the business of McLean & Company, Inc. 
be, and it hereby is, suspended for 30 calendar days and that 
Archie McLean, Jr. and Gary MacLeod be, and they hereby are, 
suspended from association with any broker or dealer for 60 calen- 
dar and 15 business days, respectively. Such suspensions are to 
commence with the opening of business on February 20, 1973. 


For the Commission, by the Office of Opinions and Review, 


pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


1 These findings are binding only on the above-captioned respond- 
ents and are not binding on any other respondent in these proceed- 
ings. 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 9980/February 1, 1973 


See Litigation Release No. 5717 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 9981/February 2, 1973 


NOTICE OF EXTENSION OF DEADLINES CONTAINED 
IN RULE 17a-15 UNDER THE SECURITIES EXCHANGE 
ACT OF 1934 


The Securities and Exchange Commission has extended from Janu- 
ary 26, 1973 until February 26, 1973 the deadline by which each 
registered national securities exchange and national securities asso- 
ciation must file with the Commission a plan pursuant to Rule 
17a-15 under the Securities Exchange Act of 19341 (the “‘Rule”’) 
for the reporting of prices and volume of completed transactions 
in listed securities (‘‘last sale reports’’). The Commission has also 
extended from February 26, 1973 until March 26, 1973 the Rule’s 
prohibition against releasing last sale reports on a current and con- 
tinuing basis without an effective pjan. The Commission has de- 
termined further to extend these deadlines2 in view of the sub- 
stantial progress which we understand has been made toward sub- 
mission of a plan which would cover last sale reporting for all 
registered exchanges and the NASD. 


By the Commission. 


Ronald F. Hunt 
Secretary 


1 Adoption of the Rule was announced on November 8, 1972 in 
Securities Exchange Act Release No. 9850. 

2 An earlier extension of the deadlines was announced on Janu- 
ary 3, 1973 in Securities Exchange Act Release No. 9924. 


SECURITIES EXCHANGE ACT 
Rel. No. 9982/February 1, 1973 


Admin. Proc. File No. 3-3656 


In the Matter of 


PROFIT-SHARING INVESTMENTS, INC. 
1812 South Rochester Road 

Rochester, Michigan 

(8-11154) 


DANIEL S. HOLEFCA 
FINDINGS AND ORDER IMPOSING REMEDIAL SANCTIONS 


In these proceedings pursuant to Sections 15(b) and 15A of the 
Securities Exchange Act of 1934 (‘Exchange Act’’), an offer of 
settlement was submitted by Profit-Sharing Investments, Inc., a 
registered broker-dealer, and Daniel S. Holefca, its president and 
treasurer and the beneficial owner of all its outstanding com- 
mon stock. 


Under the terms of the offer, respondents, solely for the purpose 
of these proceedings and any other administrative proceedings pur- 
suant to the above provisions and Section 19(a) of the Exchange 
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Act and Section 203(e) of the Investment Advisers Act of 1940 
and without admitting or denying the allegations of the order for 
proceedings, consented to certain findings of misconduct as alleged 
in that order and to the imposition of specified sanctions. 


After due consideration of the offer of settlement and upon the 
recommendation of its staff, the Commission determined to accept 
the offer. 


On the basis of the order for proceedings and the offer of settle- 
ment, it is found that registrant, willfully aided and abetted by 
Holefca, willfully violated: 


1. Section 17(a) of the Securities Act of 1933 and Section 10(b) 
of the Exchange Act and Rule 10b-5 thereunder from about Janu- 
ary 6 to July 15, 1971 in that, in connection with the offer, sale 
and purchase of securities including those of Chain Lake Research, 
Pro Systems Corporation, Public Loan Company, and Thomas 
Company, they induced customers to purchase and sell and, as 
principals, offered to sell to and purchase from customers such 
securities at excessive or unreasonable prices. 


2. Section 15(c)(3) of the Exchange Act and Rule 15c3-1 there- 
under from about June 1 to July 15, 1971 in that it engaged in 
the securities business when its aggregate indebtedness exceeded 
2,000 per cent of its net capital and it did not maintain net capi- 
tal of at least $5,000 


3. Section 17(a) of the Exchange Act and Rules 17a-3 and 17a-5 
thereunder in that it failed to accurately make and keep current 
certain books and records between January 1971 and April 1972, 
and failed to file its report of financial condition for 1971 within 
the prescribed time. 


4. Section 15(c)(3) of the Exchange Act and Rule 15c3-2 there- 
under from about February 1 to September 30, 1971 in that it 
used customers’ free credit balances in the operation of its busi- 
ness without giving them the written statement specified in the 
Rule. 


5. Section 7(c)(1) of the Exchange Act and Regulation T pre- 
scribed thereunder by the Board of Governors of the Federal Re- 
serve System from January 1 to July 15, 1971 in that it failed 
promptly to cancel or otherwise liquidate purchases of securities 
in special cash accounts by customers who did not make full cash 
payment within seven business days. 


6. Section 15(b) of the Exchange Act and Rule 15b3-1 thereunder 
from about August 17, 1970 to December 14, 1971, in failing 
promptly to amend its application for broker-dealer registration 

to reflect the addition of three new vice-presidents, the resigna- 
tion of three vice-presidents and a director, and its membership 

on and subsequent resignation from the Detroit Stock Exchange. 


It is further found that respondents failed to exercise reasonable 
supervision with a view to preventing the above violations. 


The offer of settlement provides that registrant’s broker-dealer 
registration may be suspended for 3 months and then withdrawn, 
and that Holefca may be suspended from association with a brok- 
er or dealer for a like period. 


Respondents represent in mitigation that registrant voluntarily sus 
pended operations in July 1971 upon ascertaining that it had a 
net capital deficiency. 


In view of the foregoing, it is in the public interest to impose the 
sanctions specified in the offer of settlement. 


Accordingly, 1T 1S ORDERED that the registration as a broker- 
dealer of Profit-Sharing Investments, Inc. be, and it hereby is, sus- 
pended for three months and then withdrawn effective upon the 
expiration of such suspension, and that Daniel S. Holefca be, and 
he hereby is, suspended from being associated with a broker or 
dealer for three months. 


For the Commission, by the Office of Opinions and Review, pur- 
suant to delegated authority. Ronald F. Hunt 


Secretary 
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SECURITIES EXCHANGE ACT 
Rel. No. 9983/February 1, 1973 


Admin. Proc. File No. 3-3478 


In the Matter of 


A. HENRY FRICKE 
New York, New York 


FINDINGS AND ORDER IMPOSING REMEDIAL SANCTION 


In these proceedings pursuant to Sections 15(b) and 15A of 
the Securities Exchange Act of 1934 (“Exchange Act’’), A. 
Henry Fricke, who was a registered representative of a regis- 
tered broker-dealer, submitted an offer of settlement. 


Under the terms of the offer, respondent, solely for the purpose 
of settlement of these proceedings and without admitting or deny- 
ing the allegations of the order for proceedings as amended, con- 
sented to findings of misconduct as alleged in that order and to 
the imposition of a specified sanction. 


After due consideration of the offer of settlement and upon the 
recommendations of its staff, the Commission determined to ac- 
cept the offer. Accordingly, on the basis of the order for proceed- 
ings as amended and the offer of settlement, it is found that:1 


1. In connection with the offer, sale and delivery of the common 
stocks of Astrosystems, Inc., Private and Computer Schools, Inc., 
Jeta Power, Inc., Medi Card, Inc., Walker Color, Inc., and Tech- 
nique Dental Laboratory, Inc., as to which registration statements 
filed pursuant to the Securities Act of 1933 became effective be- 
tween January 1968 and April 1969, respondent willfully violated 
or willfully aided and abetted violations of the antifraud provisions 
of Section 17(a) of the Securities Act and Section 10(b) of the 
Exchange Act and Rule 10b-5 thereunder, the prospectus delivery 
requirements of Section 5(b)(2) of the Securities Act, and the 
recordkeeping provisions of Section 17(a) of the Exchange Act 
and Rule 17a-3 thereunder. Respondent participated in a scheme 
in which substantial portions of the securities, represented in the 
registration statements and prospectuses as being publicly offered, 
were in fact placed in nominee, fictitious and profit-sharing ac- 
counts for the benefit of respondent and others, who shared prof- 
its on transactions in such securities by means of cash payoffs 
among themselves. 


2. During the period from about December 12, 1967 to March 15, 
1968, respondent willfully violated or willfully aided and abetted 
violations of Sections 5(a), 5(c) and 17(a) of the Securities Act 
and Sections 10(b) and 17(a) of the Exchange Act and Rules 
10b-5 and 17a-3 thereunder in connection with the offer, sale and 
delivery of the common stocks of Uranium Explorations Corp. and 
Devillers Nuclear Corp., as to which no registration statements un- 
der the Securities Act had been filed or were in effect. Respond- 
ent participated in effecting plans of distribution, which were not 
disclosed in the notifications and offering circulars filed pursuant 
to Regulation A under the Securities Act for the purpose of ob- 
taining exemptions from registration, whereby substantial portions 
of the securities, supposedly intended for public distribution, were 
placed in nominee, fictitious and profit-sharing accounts for the 
benefit of respondent and others. 


The offer of settlement provides that respondent may be barred 
from being associated with any broker-dealer, investment adviser 
or investment company, provided that after two years he may ap- 
ply to the Commission for permission to become associated with a 
broker-dealer in a non-proprietary and non-supervisory capacity in 
which he shall not accept or execute orders for customer accounts. 


Respondent undertakes to report annually to the New York Re- 
gional Office of the Commission all securities transactions in which 
he has a beneficial interest, and, in the event he acts as a finder in 
connection with underwritings, mergers, acquisitions or other secu- 
rities transactions during the period he is barred, to do so only on 
a fully disclosed basis and report to the New York Regional Office 
at the time he is engaging in such activity. 


In view of the foregoing, it is in the public interest to impose the 
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sanction to which respondent has consented. 


Accordingly, 1T 1S ORDERED that, subject to the undertakings 
set forth above, A. Henry Fricke be, and he hereby is, barred 
from being associated with any broker-dealer, investment adviser 
or investment company, provided that after two years from the 
date of this Order Fricke may apply to the Commission for per- 
mission to become associated with a broker-dealer in a non- 
proprietary and non-supervisory capacity in which he shal! not ac- 
cept or execute orders for customer accounts. 


For the Commission, by the Office of Opinions and Review, pur- 
suant to delegated authority. 


Ronald F. Hunt 
Secretary 


1 These findings are not binding on any of the other respondents 
who were named in these proceedings. 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 9984/February 2, 1973 


STATEMENT BY THE COMMISSION ON THE DIS- 
CLOSURE OF PROJECTIONS OF FUTURE ECONOMIC 
PERFORMANCE 


See Securities Act Release No. 5362 


SECURITIES EXCHANGE ACT 
Rel. No. 9985/February 1, 1973 


In the Matter of the 


Application of 
THE CHICAGO BOARD OPTIONS EXCHANGE, INC. 
for Registration as a National Securities Exchange 


File No. 10-54 
FINDINGS AND OPINION OF THE COMMISSION 


The Chicago Board Options Exchange, Inc. (““CBOE” or “Ex- 
change’’), a Delaware non-stock corporation organized to es- 
tablish an auction market dealing in put and call options, filed 
with us an application for registration as a national securities 
exchange pursuant to Section 6 of the Securities Exchange Act 
of 1934 (‘Exchange Act”). In response to public notice of 
the filing of the application and our invitation for comments 
thereon, certain comments were submitted to us by the Ameri- 
can Stockholders Association, Inc., the American Stock Ex- 
change and the Antitrust Division of the United States Depart- 
ment of Justice, all of which have heen carefully considered. 


Under Section 6(d) of the Exchange Act we are required to cause 
an exchange applying for registration to be registered as a national 
securities exchange if it appears to us that the exchange is so or- 
ganized as to be able to comply with the provisions of the Act 
and the rules and regulations thereunder and that the rules of the 
exchange are just and adequate to insure fair dealing and to pro- 
tect investors. ‘ 


After a review of CBOE’s application in accordance with these 
standards, we have determined to grant the registration of the Ex- 
change. In taking this action, we note that the CBOE will not be 
able to commence exchange operations immediately, since it ap- 
pears that it will first be necessary for the Exchange (or its sub- 
sidiary, The Chicago Board Options Exchange Clearing Corpora- 
tion, which is the issuer of the options to be traded on the Ex- 
change) to effect compliance with the registration requirements of 
the Securities Act of 1933 and of Section 12(b) of the Exchange 
Act with respect to the securities for which it proposes to provide 
an exchange market. Exchange officials are engaged in discussions 
with our staff with a view to such compliance, the CBOE has 
agreed to make appropriate filings pursuant to those provisions, 


and the Exchange's application for registration includes as one of 
its “stated policies”2 that it will comply with the registration pro- 
visions applicable to the securities to be traded on the Exchange. 


We do not believe it is necessary to describe herein the rather volu- 
minous rules and representations of the Exchange which have been 
filed with us as a part of its application. We do believe, however, 
that special mention should be made of several of the policy issues 
considered by us in connection with our review of the CBOE 
application. 


1. Since the CBOE is a new exchange, and the first national secu- 
rities exchange proposing to provide for the trading of puts, calls, 
or similar options, we have determined to permit it to test the 
market for such options within a controlled environment. CBOE 
has stated that it intends to commence operations as a “pilot 
project” and limit trading on its floor initially to call options in 
respect of approximately 30 underlying stocks, and increase the 
number of underlying stocks gradually and extend operations to 
other types of options as experience is gained and the market and 
its regulatory arrangements are tested. Also, the Exchange has pro- 
vided in its rules that the securities underiying the call options 
must be registered and listed on another national securities ex- 
change and have broad distribution and volume characteristics.3 
The Exchange has further agreed not to extend its activities to in- 
clude trading put options without complying with applicable pro- 
cedures governing the adoption of new rules by national securities 
exchanges. These representations and policies announced by the 
Exchange are, in our view, “‘rules’’ of the Exchange and as such 
will be subject to our review prior to any material change therein. 
In this connection, we have recently proposed adoption of Rule 
9b-1 under the Exchange Act which would provide special proce- 
dures relating to the adoption and alteration of rules of registered 
national securities exchanges concerning ‘‘acts or transactions in 
options.’’4 In any event, we intend to maintain close surveillance 
over the progress of CBOE’s “pilot project.’’ For the period of 
CBOE's experimental status, and in line with the need to main- 
tain flexibility in regulating this new kind of exchange market, 
we have also decided to postpone a definitive determination as to 
whether CBOE should be required to include in its rules a non- 
member access provision.§ CBOE rules do not now include such a 
provision. 


2. We have also considered the question of CBOE’s rules regard- 
ing fixed commission rate charges. Under Chapter XIV of its rules, 
CBOE has adopted a policy of permitting negotiated commission 
rates on all orders to purchase or sell options having premiums 
above $30,000, and on orders for exercise of exchange options 
having a value of more than $30,000 (as measured by the striking 
price multiplied by the number of shares). It has been suggested 
by one commentator 7 that we should not approve CBOE’s rules 
unless they also provide for negotiated commission rates below 
the $30,000 level. 


In reviewing CBOE’s registration application, we have weighed its 
particular rule provisions against the regulatory objectives of the 
Exchange Act. Among other things, those objectives embody the 
concept that exchanges will deal fairly with the public; that ex- 
changes will be organized in such a fashion as to ensure their con- 
tinued viability in asserting self-regulatory oversight over their 
members; and that exchanges may, so far as is consonant with 
other regulatory objectives of that Act, maintain competitive via- 
bility with other exchanges. Applying these criteria, we find it in 
the public interest to declare effective the registration of CBOE on 
the basis of its present rules, including its rule regarding commis- 
sion rate charges. 


We have been engaged for some time in a painstaking review of 
the commission rate structure of all national securities exchanges. 
As a result of that review, we have concluded that fixed commis- 
sion rates on institutional-sized orders no !onger serve any com- 
pelling regulatory objective of the Exchange Act and have required 
each of the existing exchanges to expand the permissible negotia- 
tion of commission rates to that portion of securities orders ex- 
ceeding $300,000.8 We also have indicated our intention to con- 
sider whether this breakpoint on negotiated commission rates 
should not be lowered to $100,000 provided our analysis of the 
impact of negotiations of commission rates on orders exceeding 
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$300,000 does not evidence significant regulatory problems.9 We 
conclude that CBOE'’s requirement for negotiation above $30,000 
is comparable to the general requirement of negotiated commis- 
sion rates we previously have enunciated and comports with our 
general finding that negotiation on large institutional-sized orders 
is appropriate in the public interest. As we continue our review of 
the appropriateness of further reductions in the breakpoint for ne- 
gotiated rates, CBOE will be included in any determinations we 
may make. In view of these circumstances, we do not find CBOE’s 
proposed rule reiating to rates to be unreasonable. 


Recognizing CBOE as an experimental project, we believe it would 
be unwise, at the outset, to cast CBOE into a preconceived mold. 
We believe it is appropriate, therefore, pending further conclusions 
regarding the viability of existing fixed commission rates and the 
nature of CBOE’s actual operations, to permit CBOE to structure 
its commission rates in a manner analogous to those provided by 
all of the existing exchanges.19 For these reasons CBOE will be 
permitted to begin operations with the prevailing exchange prac- 
tice of fixed minimum rates on portions of orders below an appro- 
priate breakpoint incorporated in its rules.11 It is understood that 
CBOE’s fixed rates shall continue only so long as they exist on 
other exchanges and that the breakpoint at which competitively 
determined rates begin shall be appropriately adjusted when break- 
points lower than $300,000 are adopted by other exchanges. We 
are of the opinion that this approach is consistent with the stand- 
ards of the Exchange Act. 


We note that, in connection with the registration of CBOE (and 
the reported consideration also being given by certain registered 
exchanges to trading options), we have recently issued three re- 
leases proposing new Rule Qb-1,12 discussed above, and Rule 
12a-6,13 and proposing an amendment to Rule 3a11-114 under 
the Exchange Act. 


Proposed Rule 12a-6 would provide an exemption from the regis- 
tration provisions of Section 12(a) of the Exchange Act for secu- 
rities underlying options where the option is itself registered on 
the national securities exchange in question, the underlying securi- 
ty is registered and listed on another national securities exchange, 
and the exchange upon which the option is listed limits its activity 
in the underlying securities to effecting exercises of the options. 
The proposed amendment to Rule 3a11-1 would clarify the term 
“equity security” to specifically include calls and puts. 


An appropriate order granting exchange registration will issue. 


By the Commission (Chariman CASEY and Commissioners 
HERLONG and LOOMIS); Commissioner OWENS dissenting. 


Ronald F. Hunt 
Secretary 


1 Pursuant to the Exchange's consent, action on its application 
as amended has been deferred pending the issuance of these find- 
ings and opinion. 

Rule 17a-8 under the Exchange Act, which requires any pro- 
posed changes in exchange rules to be submitted to us before be- 
ing put into effect, defines ‘‘rules’’ to include an exchange’s 
“stated policies.” 

3 CBOE Rule 5.3. 

4 Securities Exchange Act Release No. 9930 (January 9, 1973). 
5 As we stated in our release announcing proposed Rule 9b-1: 
“The Commission is of the opinion that in addition to the novel- 

ty of exchange option trading, such trading may involve com- 
plex problems and special risks to investors and to the integrity of 
the marketplace. The Commission therefore believes that, utilizing 
the broad power granted under Sections 9 and 23 of the Act it 
should provide itself with a substantial amount of flexibility in 
carrying out its regulatory responsibilities with respect to option 
trading on exchanges.” [Footnotes omitted.] 

6 “Nonmember access” involves the granting of a percentage dis- 
count from the fixed exchange commission rate to nonmember 
brokers when they trade as agents in listed securities through 
members on that exchange. Rules providing for such access have 
been adopted by the other national securities exchanges. Those 
exchanges do not at present trade in put and call options. We also 
note that the adoption of nonmember access rules by those 
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exchanges was occasioned mainly by the fact that a great many 
nonmembers who wished to effect transactions for their customers 
in listed securities were economically inhibited from doing so by 
prior exchange rules which prohibited their sharing in the stock 
exchange commissions generated. If CBOE’s experiment is success- 
ful and a similar desire for access by nonmembers develops, we 
will reconsider the question of whether it is appropriate for CBOE 
to adopt a nonmember access rule. 

7The Antitrust Division of the U. S. Department of Justice. 

8 See Securities Exchange Act Release No. 9950, pp. 96-108 
(January 16, 1973). 

9 Ibid. 

10 We previously have enunciated our view that the structuring of 
a central market system is appropriate in the public interest and 
that such a system may require a large measure of uniformity. 
With the advent of increased interest in trading in options, it is 
difficult to predict what, if any, role in such a central market sys- 
tem CBOE will play. But we do not believe it is appropriate to 
mandate differences in treatment of such fundamental matters as 
commission rates until further experience with the CBOE pilot 
project is obtained. 

11 CBOE Rule 14.3. 

12 Securities Exchange Act Release No. 9930 (January 9, 1973). 
13 Securities Exchange Act Release No. 9931 (January 9, 1973). 
14 Securities Exchange Act Release No. 9929 (January 19, 1973). 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 9985/February 1, 1973 (Continued) 


In the Matter of the 


Application of 
THE CHICAGO BOARD OPTIONS EXCHANGE, Inc. 
for Registration as a National Securities Exchange 


File No. 10-54 


ORDER GRANTING REGISTRATION AS NATIONAL 
SECURITIES EXCHANGE 


The Chicago Board Options Exchange, Inc., having filed an appli- 

cation with the Commission for registration as a national securities 
exchange pursuant to Section 6 of the Securities Exchange Act of 
1934; and 


It appearing to the Commission that the rules of said exchange 
provide for the expulsion, suspension or disciplining of a member 
for conduct or proceeding inconsistent with just and equitable 
principles of trade and declare that the willful violation of any 
provisions of the Act, or of any rule or regulation thereunder, shall 
be considered conduct or proceeding inconsistent with just and 
equitable principles of trade; and 


It further appearing that said exchange is so organized as to be 
able to comply with the provisions of said Act and the rules and 
regulations thereunder, and that the rules of said exchange are just 
and adequate to insure fair dealing and to protect investors; 


IT 1S ORDERED that the application of The Chicago Board Op- 
tions Exchange, Inc. for registration as a national securities ex- 
change be, and it hereby is, granted. 


By the Commission. 


Ronald F. Hunt 
Secretary 





HOLDING COMPANY ACT 





PUBLIC UTILITY HOLDING COMPANY ACT 
Rel. No. 17866/January 29, 1973 


Admin. Proc. File No. 3-4092 


rli- 
ities 
t of 


ber 


shall 


In the Matter of 


DELMARVA POWER & LIGHT COMPANY 
Wilmington, Delaware 
(70-5289) 


ORDER AUTHORIZING AMENDMENTS OF MORTGAGE AND 
SOLICITATION OF CONSENTS 


Delmarva Power & Light Company (‘‘Delmarva’’), a registered 
holding company and an electric and gas utility company, has 
filed a declaration and an amendment thereto with this Commis- 
sion pursuant to Sections 6(a), 7, 12(e) and 20 of the Public 
Utility Holding Company Act of 1935 (“Act’’), and Rules 24, 62 
and 65 promulgated thereunder, regarding the following proposed 
transactions: 


Delmarva proposes to amend the provisions of its Mortgage and 
Deed of Trust (‘‘Mortgage’’), dated October 1, 1943, to include as 
bondable property additions property for which Delmarva does 
not have all necessary permission from governmental authorities to 
operate, but which otherwise would constitute bondable property 
additions. An affirmative vote of the holders of not less than 75% 
in aggregate principal amount of First Mortgage and Collateral 
Trust Bonds outstanding under the Mortgage is required for the 
adoption of the proposed amendments. Delmarva also proposes 
the solicitation of such consents by mail, by officers and employ- 
ees of Delmarva, by The First Boston Corporation, and by George- 
son and Company, acting on behalf of the company. Upon receipt 
of the required number of consents, a supplemental indenture to 
the Mortgage would be executed setting forth the proposed 
amendments. 


It is stated that the regulations of the Delaware Department of 
Natural Resources and Environmental Control prohibit the opera- 
tion of new plant facilities without an operating permit, and that 
similar regulations have been adopted by the Atomic Energy Com- 
mission for nuclear power plants. The Mortgage presently requires 
Delmarva to have all governmental authority necessary to acquire, 
own and operate property additions before bonds can be issued 
against the property additions. Therefore, so long as the Mortgage 
in that respect remains unchanged, Delmarva states that it is un- 
able to use investment in facilities under construction as a basis 


for the sale of additional bonds until the facilities are in operation. 


Delmarva states further that it has been advised by The First 
Boston Corporation, an investment banking firm, that unless the 
proposed amendments are adopted Delmarva could incur material- 
ly higher financing costs in constructing such facilities; and Del- 
marva believes that such higher financing costs together with im- 
pairment of its flexibility to finance expansion with long-term 
funds would not be in the best interests of the company or its 
security holders. 


No State commission and no Federal commission, other than this 
Commission, has jurisdiction over the proposed transactions. 


Due notice of the filing of said declaration has been given in the 
manner prescribed in Rule 23 promulgated under the Act (Hold- 
ing Company Act Release No. 17850), and no hearing has been 
requested of or ordered by the Commission. Upon the basis of the 
facts in the record, it is hereby found that the applicable stand- 
ards of the Act and rules thereunder are satisfied and that no ad- 
verse findings are necessary; and that it is appropriate in the pub- 
lic interest and in the interest of investors and consumers that said 
declaration, as amended, be perfmitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said declaration, as amended, be, 
and it hereby is, permitted to become effective forthwith, subject 
to thé terms and conditions prescribed in Rule 24 promulgated 
under the Act. 


For the Commission, by the Division of Corporate Regulation, 
pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


PUBLIC UTILITY HOLDING COMPANY ACT 
Rel. No. 17867/January 29, 1973 


Admin. Proc. File No. 3-4139 


In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 
80 Pine Street 

New York, New York 10005 

(70-5292) 


NOTICE OF PROPOSED CASH CAPITAL CONTRIBUTIONS TO 
SUBSIDIARY COMPANIES 


NOTICE IS HEREBY GIVEN that General Public Utilities Corpora- 
tion (“GPU”), a registered holding company, has filed a declara- 
tion with this Commission pursuant to the Public Utility Holding 
Company Act of 1935 (“Act’’), designating Section 12(b) of the 
Act and Rule 45 promulgated thereunder as applicabie to the pro- 
posed transactions. All interested persons are referred to the decla- 
ration, which is summarized below, for a complete statement of 
the proposed transactions. 


GPU proposes to make cash capital contributions, from time to 
time during the eleven month period ending December 31, 1973, 
to certain of its subsidiary companies of up to the following re- 
spective aggregate amounts: 


Jersey Central Power & Light Company (“JCP&L”) $ 40,000,000 
New Jersey Power & Light Company (““NJP&L’’) 5,000,000 
Metropolitan Edison Company (‘Met Ed’’) 40,000,000 
Pennsylvania Electric Company (‘’Penelec’’) 35,000,000 


$120,000,000 


The proposed capital contributions will be utilized by JCP&L, 
NJP&L, Met-Ed and Penelec for the purpose of financing their 
respective businesses as public utilities, including the construction 
of additional facilities and the increase of their working capital. 
Such cash capital contributions will be credited by the recipients 
to their respective capital surplus accounts 


The filing states that no State or Federal commission, other than 
this Commission, has jurisdiction over the proposed transactions. 
GPU estimates that the fees and expenses in connection with the 
proposed transactions will be approximately $5,000. 


NOTICE IS FURTHER GIVEN that any interested person may, 
not later than February 27, 1973, request in writing that a hear- 
ing be held on such matter, stating the nature of his interest, the 
reasons for such request, and the issues of fact or law raised by 
said deciaration which he desires to controvert; or he may request 
that he be notified if the Commission should order a hearing 
thereon. Any such request should be addressed: Secretary, Securi- 
ties and Exchange Commission, Washington, D. C. 20549. A copy 
of such request should be served personally or by mail (air mail if 
the person being served is located more than 500 miles from the 
point of mailing) upon the declarant at the above-stated address, 
and proof of service (by affidavit or, in case of an attorney at law, 
by certificate) should be filed with the request. At any time after 
said date, the declaration, as filed or as it may be amended, may 
be permitted to become effective as provided in Rule 23 of the 
General Rules and Regulations promuigated under the Act, or the 
Commission may grant exemption from such rules as provided in 
Rules 20(a) and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive notice of further develop- 
ments in this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate Regulation, 
pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT 
Rel. No. 17868/February 1, 1973 


Adm. Proc. File No. 3-4103 


In the Matter of 


DELMARVA POWER & LIGHT COMPANY 
Wilmington, Delaware 
(70-5291) 


ORDER AUTHORIZING AMENDMENT OF ARTICLES OF 
INCORPORATION, AND SOLICITATION OF PROXIES AND 
CONSENTS OF PREFERRED STOCKHOLDERS 


Deimarva Power & Light Company (‘‘Delmarva’’), a registered 
holding company and an electric and gas utility company, has 
filed a declaration with the Commission pursuant to Sections 6(a), 
7, 12(e) and 20 of the Public Utility Holding Company Act of 
1935 (“Act”), and Rules 24 and 62 promulgated thereunder, re- 
garding the following proposed transaction: 


Delmarva’s Certificate of Incorporation (‘‘Charter’’) at present pro- 
hibits the company, except with the consent of the holders of a 
majority of its outstanding preferred stock, to incur unsecured in- 
debtedness if immediately thereafter the company’s total unse- 
cured indebtedness would exceed 10% of the sum of secured debt, 
capital stock and premiums thereon, and surplus (hereinafter re- 
ferred to as ‘‘other capitalization’’). Delmarva proposes to amend 
its Charter to permit issuance of unsecured debt without further 
consent of the preferred stockholders if immediately after such is- 
sue (1) the total outstanding principal amount of all unsecured 
debt will thereby not exceed 20% of its other capitalization, or 
(2) the total outstanding principal amount of all unsecured debt 
with maturities of less than 10 years will thereby not exceed 10% 
of its other capitalization. The proposed provisions governing the 
incurrence of unsecured indebtedness will be consonant with the 
related standards set forth in the Commission's Statement of 
Policy with respect to preferred stock. 


An affirmative vote of the hoiders of at least a majority of the 
13,539,879 presently outstanding shares of common stock and at 
least two-thirds of the 900,000 presently outstanding shares of 
preferred stock (each group voting separately as a class) is required 
for adoption of the proposed amendment. 


Since a favorable vote on the above proposal would still limit its 
short-term unsecured debt to 10% of other capitalization, Delmar- 
va also proposes to seek the authorization of its preferred stock- 
holders to increase the amount of short-term unsecured indebted- 
ness from 10% to 20% of other capitalization until June 30, 1977, 
and then only for unsecured debt maturing before January 1, 
1978; provided, that total unsecured debt (short-term and long- 
term) shall not exceed 20% of other capitalization. An affirmative 
vote of the holders of at least a majority of the outstanding shares 
of preferred stock is required for passage of this proposal. 


Delmarva also proposes to solicit proxies from the holders of its 
outstanding preferred and common stocks in connection with the 
annual meeting of stockholders scheduled to be held on April 17, 
1973, at which action is to be taken with respect to the foregoing 
proposals. 


Delmarva states that the foregoing proposals are desirable in order 

to give the company greater flexibility in connection with its needs 
over the next few years to finance large amounts of new funds re- 

quired to meet the construction program undertaken to fulfill the 

increasing public demand for power. 


No State commission and no Federal commission, other than this 
Commission, has jurisdiction over the proposed transactions. 


Due notice of the filing of said declaration has been given in the 
manner prescribed in Rule 23 promulgated under the Act (Holding 
Company Act Release No. 17846), and no hearing has been re- 
quested of or ordered by the Commission. Upon the basis of the 
facts in the record, it is hereby found that the applicable standards 
of the Act and the rules thereunder are satisfied and that no ad- 
verse findings are necessary; and that it is appropriate in the public 
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interest and in the interest of investors and consumers that said 
declaration be permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of the Act 
and rules thereunder, that said declaration be, and it hereby is, 
permitted to become effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regulation, 
pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


PUBLIC UTILITY HOLDING COMPANY ACT 
Rel. No. 17869/January 31, 1973 


Admin. Proc. File No. 3-4099 


In the Matter of 


UTAH POWER & LIGHT COMPANY 
Salt Lake City, Utah 84110 
(70-5288) 


ORDER AUTHORIZING ISSUE AND SALE OF TERM NOTES 
TO BANKS AND EXCEPTION FROM COMPETITIVE BIDDING 


Utah Power & Light Company (‘‘Utah"’), an electric utility com- 
pany and a registered holding company, has filed with this Com- 
mission a declaration and amendments thereto pursuant to Sections 
6(a) and 7 of the Public Utility Holding Company Act of 1935 
(“Act’’), and Rule 50(a)(2) promulgated thereunder regarding the 
following proposed transaction. 


Utah proposes to issue and sell, from time to time prior to Decem- 
ber 31, 1973, unsecured promissory term notes with ten-year ma- 
turities to commercial banks, in an aggregate amount not exceed- 
ing $50,000,000. The principal amount of the term notes will be 
payable at maturity or the principal amount may be prepaid, in 
whole or in part, at any time, without penalty or premium, upon 
payment of the interest accrued to the date of such prepayment 
on the principal prepaid. 


The rate of interest per annum on each outstanding term note, or 
portion thereof, shall be: 114% of the prime rate during the first 
and second years; 114% of the prime rate plus % of 1% during the 
third and fourth years; 114% of the prime rate plus % of 1% during 
the fifth, sixth, and seventh years and 114% of the prime rate plus 
2% during the eighth, ninth, and tenth years. Based on a prime 
rate at commercial banks of 5 3/4% per annum, the average in- 
terest cost on the term notes during a seven year period would be 
approximately 6.8% per annum, and over a ten year period 
approximately 7.4% per annum. During the first seven years of 
each term note outstanding the maximum average interest rate is 
guaranteed to not exceed 8% per annum. There are no compensat- 
ing balances required. 


Utah further proposes to issue its notes, in accordance with the 
above-stated terms, in units of approximately $10,000,000 to 
$15,000,000 each to no less than two of the following banks. 


Harris Trust and Savings Bank 
Chicago, Illinois 


Morgan Guaranty Trust Company 
of New York 
New York, New York 


The Chase Manhattan Bank 
New York, New York 


Irving Trust Company 
New York, New York 


Mellon National Bank & Trust 
Company 
Pittsburg, Pennsylvania 


The proceeds from the sale of the term notes will be used to pay 
for short-term notes and/or commercial paper then outstanding; 
and, together with other funds, to pay for Utah’s construction 
program during 1973. Construction costs for 1973 are estimated 
to be $100,000,000. The sale of the term notes is excepted from 
the competitive bidding requirements of Rule 50 under the 
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provisions of subparagraph (a)(2). 


The Idaho Public Utilities Commission and the Wyoming Public 
Service Commission have expressly approved the proposed trans- 
action. No other State Commission and no Federal commission, 
other than this Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said declaration has been given in the 
manner prescribed in Rule 23 promulgated under the Act (Hold- 
ing Company Act Release No. 17845), and no hearing has been 
requested of or ordered by the Commission. Upon the basis of the 
facts in the record, it is hereby found that the applicable stand- 
ards of the Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appropriate in the 
public interest and in the interest of investors and consumers that 
said declaration, as amended, be permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of the 

Act and rules thereunder, that said declaration, as amended, be, 
and it hereby is, permitted to become effective forthwith, subject 
to the terms and conditions prescribed in Rule 24 promulgated un- 
der the Act. 


For the Commission, by the Division of Corporate Regulation, 
pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


PUBLIC UTILITY HOLDING COMPANY ACT 
Rel. No. 17870/February 1, 1973 


Admin. Proc. File No. 3-4146 


In the Matter of 


PENNSYLVANIA POWER COMPANY 
1 East Washington Street 

New Castle, Pennsylvania 16103 
(70-5299) 


NOTICE OF PROPOSED ISSUE OF FIRST MORTGAGE BONDS 
FOR SINKING FUND PURPOSES AND ISSUE AND SALE OF 
PREFERRED STOCK AT COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Pennsylvania Power Company 
(Pennsylvania’’), an electric utility subsidiary company of Ohio 
Edison Company, a registered holding company, has filed an appli- 
cation with this Commission pursuant to the Public Utility Hold- 
ing Company Act of 1935 (‘Act’), designating Section 6(b) of 
the Act and Rule 50 promulgated thereunder as applicable to the 
proposed transactions. All interested persons are referred to the 
application, which is summarized below, for a complete statement 
of the proposed transactions. 


Pennsylvania proposes to issue $1,097,000 principal amount of 
First Mortgage Bonds, 3 1/4% Series due 1982 (“Sinking Fund 
Bonds’’) to the First National City Bank, as Trustee, under its In- 
denture dated November 1, 1945, as amended and supplemented 
(particularly by the Third Supplemental Indenture dated Febru- 
ary 1, 1952) and to surrender such Sinking Fund Bonds to the 
Trustee in accordance with the‘sinking fund requirements. The 
Sinking Fund Bonds are to be identical with those authorized by 
the Commission on May 9, 1972 (Holding Company Act Release 
No. 17564), and due to be issued on the basis of property addi- 
tions. Pennsylvania proposes to use the Sinking Fund Bonds solely 
to obtain the inclusion in its general funds of the sinking fund 
payments on deposit and required to be made on or before De- 
cember 1, 1973, with the Trustee under the sinking fund provi- 
sions of the Indenture. The cash so acquired by Pennsylvania will 
be applied toward its cash requirements in 1973. 


Pennsylvania also proposes to issue and sell, subject to this com- 
petitive bidding requirements of Rule 50 under the Act, ‘i¢,000 
shares of its % Series Preferred Stock, $100 par value per share. 
The dividend rate of the preferred stock (which will be a 


multiple of 0.04%) and the price, exclusive of accrued interest, to 
be paid to Pennsylvania (which will not be less than $100 nor 
more than $102.75 per share) will be determined by the competi- 
tive bidding. The terms will include a prohibition until March 1, 
1978, against refunding the issue, directly or indirectly, with the 
proceeds of funds derived from the issuance of debt securities at a 
lower effective interest cost or of other preferred stock at a lower 
effective dividend cost. 


The net proceeds from the sale of the preferred stock will be used 
by Pennsylvania to construct and acquire new facilities and to im- 
prove existing facilities to repay bank loans incurred for such pur- 
poses, estimated to aggregate $1,200,000 at the time of the sale of 
the preferred stock and to reimburse its treasury in part for mon- 

ies expended for such construction purposes. 


It is stated that the Pennsylvania Public Utility Commission has 
jurisdiction over the proposed issue and sale of the Sinking Fund 
Bonds and the preferred stock. It is represented that no other 
State commission and no Federal commission, other than this 
Commission, has jurisdiction over the proposed transactions. The 
fees and expenses to be incurred in connection with the Sinking 
Fund Bonds are estimated at $2,000, including counsel fee of $500. 
The fees and expenses to be paid in connection with the issuance 
and sale of the preferred stock will be filed by amendment. 


NOTICE IS FURTHER GIVEN that any interested person may, 
not later than February 26, 1973, request in writing that a hear- 
ing be held on such matter, stating the nature of his interest, the 
reasons for such request, and the issues of fact or law raised by 
said application which he desires to controvert; or he may request 
that he be notified if the Commission should order a hearing there- 
on. Any such request should be addressed: Secretary, Securities 
and Exchange Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail (air mail if 
the person being served is located more than 500 miles from the 
point of mailing) upon the applicant at the above-stated address, 
and proof of service (by affidavit or, in case of an attorney at law, 
by certificate) should be filed with the request. At any time after 
said date, the application, as filed or as it may be amended, may 
be granted as provided in Rule 23 of the General Rules and Regu- 
lations promulgated under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem appropriate. 
Persons who request a hearing or advice as to whether a hearing is 
ordered will receive notice of further developments in this matter, 
including the date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Corporate Regulation, 
pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


PUBLIC UTILITY HOLDING COMPANY ACT 
Rel. No. 17871/February 1, 1973 


Admin. Proc. File No. 3-4145 


In the Matter of 


OHIO EDISON COMPANY 
47 North Main Street 
Akron, Ohio 44308 
(70-5300) 


NOTICE OF PROPOSED ISSUE AND SALE OF 350,000 
SHARES OF PREFERRED STOCK AT COMPETITIVE BIDDING, 
ISSUE OF BONDS FOR SINKING FUND PURPOSES, PROPOSED 
CHARTER AMENDMENT AND SOLICITATION OF PROXIES 
IN CONNECTION THEREWITH 





NOTICE IS HEREBY GIVEN that Ohio Edison Company (‘‘Ohio 
Edison’’), a registered holding company and a public-utility com- 
pany, has filed a declaration with this Commission pursuant to 
the Public Utility Holding Company Act of 1935 (‘‘Act"’), 
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designating Sections 6(a), 7, and 12(e) of the Act and Rules 50 
and 62 promulgated thereunder as applicable to the proposed 
transactions. All interested persons are referred to the declaration, 
which is summarized below, for a complete statement of the pro- 
posed transactions. 


Ohio Edison proposes to issue and sell, subject to the competitive 
bidding requirements of Rule 50 under the Act, 350,000 shares of 
its % Series Preferred Stock, $100 par value per share. The divi- 
dend rate of the preferred stock (which will be a multiple of 
0.04%) and the price, exclusive of accrued interest, to be paid to 
Ohio Edison (which will not be less than $100 nor more than 
$102.75 per share) will be determined by the competitive bidding. 
The terms will include a prohibition until March 1, 1978, against 
refunding the issue, directly or indirectly, with the proceeds of 
funds derived from the issuance of debt securities at a lower effec- 
tive interest cost or of other preferred stock at a lower effective 
dividend cost. 


The proceeds from the sale of the preferred stock will be used for 
the acquisition of property, the construction, completion, exten- 
sion, renewal, or improvement of Ohio Edison's facilities or for 
the improvement of its service, or for the repayment of unsecured 
short-term debt, estimated to be outstanding at the time of issue 
in the amount of $27,000,000, or for the reimbursement of its 
treasury for expenditures made for such purposes. 


Ohio Edison also proposes, on or about May 1 and November 1, 
1973, to issue $7,973,000 principal amount of its First Mortgage 
Bonds 3-1/4% Series of 1955 due 1985, under the provisions of 
its Twelfth Supplemental Indenture dated as of May 1, 1955, and 
to surrender such bonds to the Trustee in accordance with the 
sinking fund provisions. The bonds are to be identical with those 
authorized by the Commission on July 21, 1972 (Holding Com- 
pany Act Release No. 17652), and are to be issued on the basis of 
unfunded property additions. Ohio Edison estimates that, after 
giving effect to the issuance of sinking fund bonds, unfunded net 
property additions will amount to approximately $176,500,000 as 
of November 30, 1972. 


Ohio Edison also proposes to amend its corporate charter in order 
to permit it to issue shares of common stock without first making 
a preemptive rights offering of such shares to each common stock- 
holder, provided such shares are issued in a public offering or to 
or through underwriters who shall have agreed to make a public 
offering. It is stated that removal of the preemptive rights provi- 
sion should provide greater cash proceeds to Ohio Edison and a 
greater opportunity to take advantage of favorable market condi- 
tions. 


The declaration states that the adoption of the proposed amend- 
ment of Ohio Edison's corporate charter will require the favorable 
vote of the holders of at least two-thirds of the total number of 
outstanding shares of common stock. 


It is stated that the issue and use of the sinking fund bonds and 
the issue and sale of the preferred stock are subject to the juris- 
diction of the Public Utilities Commission of Ohio and that no 
other State commission and no Federal commission, other than 
this Commission, has jurisdiction over the proposed transactions. 
The fees and expenses to be paid in connection with the sinking 
fund bonds are estimated at $1,600, including counsel fees of 
$500. The fees and expenses to be paid in connection with the 
elimination of preemptive rights are estimated at $8,700, includ- 
ing counsel fees of $5,000. The fees and expenses to be paid in 
connection with the issuance and sale of the preferred stock will 
be filed by amendment. 


NOTICE iS FURTHER GIVEN that any interested person may, 
not later than February 26, 1973, request in writing that a hearing 
be held on such matter, stating the nature of his interest, the rea- 
sons for such request, and the issues of fact or law raised by said 
declaration which he desires to controvert; or he may request that 
he be notified if the Commission should order a hearing thereon. 
Any such request should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D. C. 20549. A copy of such 
request should be served personally or by mail (air mail if the per- 
son being served is located more than 500 miles from the point of 
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mailing) upon the declarant at the above-stated address, and proof 
of service (by affidavit or, in case of an attorney at law, by certifi- 
cate) should be filed with the request. At any time after said date, 
the declaration is filed or as it may be amended, may be permitted 
to become effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the Commission 
may grant exemption from such rules as provided in Rules 20(a) 
and 100 thereof or take such other action as it may deem appro- 
priate. Persons who request a hearing or advice as to whether a 
hearing is ordered will receive notice of further developments in 
this matter, including the date of the hearing (if ordered) and any 
postponements thereof. 


For the. Commission, by the Division of Corporate Regulation, 
pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


PUBLIC UTILITY HOLDING COMPANY ACT 
Rel. No. 17872/February 2, 1973 


Admin. Proc. File No. 3-4144 


In the Matter of 


THE SOUTHERN COMPANY 
64 Perimeter Center East 

P. O. Box 720071 

Atlanta, Georgia 30346 
(70-5302) 


NOTICE OF PROPOSED INCREASE IN AUTHORIZED NUM- 
BER OF COMMON SHARES AND SOLICITATION OF PROXIES 


NOTICE IS HEREBY GIVEN that The Southern Company 
(“Southern”), a registered holding company, has filed a declaration 
with this Commission pursuant to the Public Utility Holding Com- 
pany Act of 1935 (“‘Act’’), designating Sections 6(a), 7 and 12(e) 
of the Act and Rule 62 promulgated thereunder as applicable to 
the proposed transactions. All interested persons are referred to 
the declaration, which is summarized below, for a complete state- 
ment of the proposed transactions. 


Southern proposes to amend its Certificate of Incorporation so as 
to increase its authorized number of shares of common stock of 
the par value of $5.00 per share from 80,000,000 (of which 
70,749,500 are issued and outstanding) to 110,000,000 shares. 
Adoption of the proposed amendment requires the favorable vote 
of the holders of at least a majority of the outstanding shares of 
the common stock. 


Southern also proposes to solicit proxies from the holders of its 
outstanding common stock in connection with the annual meeting 
of stockholders scheduled to be held on May 23, 1973, at which 
action is to be taken with respect to the foregoing proposals. 


Southern expects that its presently authorized but unissued shares 
will be exhausted in 1973; and that the proposed increase in the 
number of its authorized shares is necessary for purposes of meet- 
ing the common equity component of the capital requirements of 
its subsidiary companies in the immediately following three or four 
years. 


The fees, commissions and expenses to be paid or incurred, direct- 
ly or indirectly, in connection with the proposed transactions are 
to be supplied by amendment. It is stated that no State commis- 
sion and no Federal commission, other than this Commission, has 
jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person may, 
not later than February 27, 1973, request in writing that a hearing 
be held on such matter, stating .ne nature of his interest, the rea- 
sons for such request, and the issues of fact or law raised by said 
declaration which he desires to controvert; or he may request that 
he be notified if the Commission should order a hearing thereon. 
Any such request should be addressed: Secretary, Securities 
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and Exchange Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail (air mail if 
person being served is located more than 500 miles from the 

point of mailing) upon the declarant at the above-stated address, 
and proof of service (by affidavit or, in case of an attorney-at-law, 
by certificate) should be filed with the request. At any time after 
said date, the declaration, as filed or as it may be amended, may 
be permitted to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as provided in 
Rules 20(a) and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive notice of further develop- 
ments in this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate Regulation, 
pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


PUBLIC UTILITY HOLDING COMPANY ACT 
Rel. No. 17873/February 2, 1973 


Admin. Proc. File No. 3-4128 


In the Matter of 


AMERICAN NATURAL GAS COMPANY 
30 Rockefeller Plaza, Suite 4950 

New York, New York 10020 

(70-5295) 


NOTICE OF PROPOSED AMENDMENT OF CERTIFICATE OF 
INCORPORATION TO INCREASE AUTHORIZED SHARES OF 
COMMON STOCK AND SOLICITATION OF PROXIES IN 
CONNECTION THEREWITH 


NOTICE IS HEREBY GIVEN that American Natural Gas Com- 
pany (‘‘American Natural’’), a registered holding company, has 
filed a declaration with this Commission pursuant to the Public 
Utility Holding Company Act of 1935 (‘Act’), designating Sec- 
tion 12(e) of the Act and Rule 62 promulgated thereunder as ap- 
plicable to the proposed transactions. All interested persons are 


referred to the declaration, which is summarized below, for a com- 


plete statement of the proposed transactions. 


American Natural proposes to submit to its stockholders, at its 
annual meeting to be held April 25, 1973, a proposal to amend its 
Certificate of Incorporation to increase from 19,000,000 to 
24,000,000 the aggregate number of authorized shares of common 
stock, par value $10.00 per share. It is stated that the additional 
shares of authorized stock, the issuance and sale of which from 
time to time are to be the subject of future filings with this Com- 
mission, are necessary to provide the cash required for the com- 
mon stock equity component of the capital requirements of the 
American Natural holding company system. The proposed amend- 
ment will require the affirmative vote of the holders of a majority 
of American Natural’s common stock, of which 18,432,532 shares 
are presently issued and outstanding. American Natural intends to 
solicit proxies by mail, in personé or by telephone by not more 
than three of its officers. 


It is stated that the fees and expenses of American Natural to be 
paid in connection with the proposed amendment will not exceed 
$4,000, including charges of $1,000 for the services at cost of 
American Natural Gas Service Company, American Natural’s 
wholly-owned service company. It is further stated that no State 


_ commission and no Federal commission, other than this Commis- 


sion, has jurisdiction over the proposed transactions. 


NOTICE 1S FURTHER GIVEN that any interested person may, 
not later than March 1, 1973, request in writing that a hearing be 
held on such matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised by said 
declaration which he desires to controvert; or he may request that 


he be notified if the Commission should order a hearing thereon 
Any such request should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D. C. 20549. A copy of such 
request should be served personally or by mail (air mail if the 
person being served is located more than 500 miles from the point 
of mailing) upon the declarant at the above-stated address, and 
proof of service (by affidavit or, in case of an attorney-at-law, by 
certificate) should be filed with the request. At any time after 
said date, the declaration, as filed or as it may be amended, may 
be permitted to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under the Act, or the 
Commission may grant exemption from its rules as provided in 
Rules 20(a) and 100 thereof to take such other action as it may 
deem appropriate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive notice of further develop- 
ments in this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate Regulation, 
pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT ADVISERS ACT 





INVESTMENT ADVISERS ACT OF 1940 
Rel. No. 359/January 31, 1973 


ADOPTION OF RULE 3c-4 UNDER THE INVESTMENT 
COMPANY ACT OF 1940 (15 U.S.C. 80a-1 et seq.) TO 
DEFINE A SEPARATE ACCOUNT ESTABLISHED etc. 


See Securities Act Release No. 5360 





INVESTMENT COMPANY ACT 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7640/January 29, 1973 


Admin. Proc. File No. 3-4137 


In the Matter of 


CHEMICAL FUND, INC. 

61 Broadway 

New York, New York 10006 
(812-3368) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR AN ORDER EXEMPTING 
FROM SECTION 22(d) OF THE ACT THE SALE BY AN 
OPEN-END COMPANY OF ITS SECURITIES AT OTHER THAN 
THE PUBLIC OFFERING PRICE 


NOTICE IS HEREBY GIVEN that Chemical Fund, Inc. (‘‘Appli 
cant’), a Delaware corporation registered under the Investment 
Company Act of 1940 (‘‘Act’’) as a diversified, open-end manage- 
ment investment company, has filed an application pursuant to 
Section 6(c) of the Act for an order of exemption from Section 
22(d) of the Act to permit Applicant to issue its redeemable secu 
rities at a price other than the current offering price in exchange 
for substantially all of the assets of Corriveau Investment, Inc 
(‘Corriveau’’), a New Hampshire corporation. All interested per 
sons are referred to the application on file with the Commission 
for a statement of the representations contained therein, which are 
summarized below. 


Corriveau was incorporated in 1950 and has since operated exclu 
sively as an investment company. Substantially all of Corriveau’s 


assets are in the form of investments in marketable securities and 
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cash. Corriveau is-exempt from registration under the Act, by rea- 
son of the provisions of Section 3(c)(1) of the Act, because all of 
its outstanding stock is owned of record and beneficially by only 
seven persons. 


On December 20, 1972, Applicant and Corriveau entered into an 
Agreement and Plan of Reorganization (““Agreement’’) whereby 
substantially all of the assets of Corriveau are to be transferred to 
Applicant in exchange for shares of Applicant's capital stock. 


The exchange is expected to be tax-free for Corriveau and its 
shareholders, and the Applicant's cost-basis for tax purposes for 
the assets acquired from Corriveau will be the same as Corriveau’s 
cost-basis rather than the price actually paid by Applicant for the 
assets. 


Pursuant to the Agreement, the number of Applicant's shares to 
be delivered to Corriveau will be determined as of the valuation 
time, as defined in the Agreement, by dividing the aggregate mar- 
ket value, subject to certain adjustments, of the assets of Corriveau 
to be transferred to Applicant by the net asset value per share of 
Applicant, both of which are to be determined as of the valuation 
time, as defined in the Agreement. The adjustment provided for in 
the Agreement requires that in determining the number of shares 
of Applicant to be delivered to Corriveau, the aggregate market 
value of the assets of Corriveau shall be reduced to compensate 
the Applicant for any increased tax liability which may result by 
reason of its acquisition of the assets of Corriveau. If the valuation 
date had been November 30, 1972, when the net assets of Corri- 
veau to be transferred to Applicant amounted to $556,723, and 
the assets of the Applicant amounted to $886,603,722, there 
would have been issued to Corriveau 47,239 shares of Applicant's 
stock having a net asset value per share of $11.64. 


Applicant states that no affiliation exists between Corriveau or its 
officers, directors and shareholders and Applicant, its officers and 
directors, and that the Agreement was negotiated at arm’s-length 
by the parties. Subject to changes in investment conditions and 
considerations, the Applicant represents that it does not intend to 
sell any of the securities acquired from Corriveau after acquisition. 
Applicant further states that the shareholders of Corriveau have 
no present intention of redeeming or otherwise transferring the 
shares of Applicant to be received by them upon the liquidation 
of Corriveau which is to follow the sale of its assets to Applicant. 


Section 22(d) of the Act provides, in pertinent part, that no reg- 
istered open-end investment company or principal underwriter 
thereof shall sell any redeemable security issued by such company 
to any person except at a current offering price described in the 
Prospectus. The current offering price of Applicant's shares, as 
stated in its prospectus, includes a sales charge. Section 6(c) of 
the Act permits the Commission, upon application, to exempt a 
transaction from any provision or provisions of the Act if and to 
the extent that such exemption is necessary or appropriate in the 
public interest and consistent with the protection of investors and 
the purposes fairly intended by the policy and provisions of the 
Act. Applicant states that its board of directors has approved the 
proposed transaction as being in the best interests of Applicant’s 
shareholders, taking all relevant consideration into account includ- 
ing, among others, the fact that the resulting increase in assets 
will tend to reduce per share expenses of the Applicant. 


NOTICE IS FURTHER GIVEN that any interested person may, 
not later than February 21, 1973, at 5:30 p.m., submit to the 
Commission in writing a request for a hearing on the matter 
accompanied by a statement as to the nature of his interest, the 
reason for such request, and the issues, if any, of fact and law 
proposed to be controverted, or he may request that he be notified 
if the Commission should order a hearing thereon. Any such com- 
munication should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D.C. 20549. A copy of such re- 
quest shall be served personally or by mail (air maii if the person 
being served is located more than 500 miles from the point of 
mailing) upon Applicant at the address stated above. Proof of such 
service (by affidavit, or in the case of an attorney-at-law, by cer- 
tificate) shall be filed contemporaneously with the request. At any 
time after said date, as provided by Rule O-5of the Rules and 
Regulations promulgated under the Act, an order disposing of the 
Application herein may be issued by the Commission upon the 
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basis of the information stated in said application, unless an order 
for hearing upon said application shall be issued upon request or 
upon the Commission's own motion. Persons who request a hear- 
ing or advice as to whether a hearing is ordered will receive notice 
of further developments in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Management 
Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7641/January 29, 1973 


Admin. Proc. File No. 3-4087 


In the Matter of 


TINTIC STANDARD MINING COMPANY 
1112 Walker Bank Building 

Salt Lake City, Utah 84111 

(812-2815) 


ORDER PURSUANT TO SECTION 3(b)(2) DECLARING THAT 
COMPANY IS NOT AN INVESTMENT COMPANY 


Tintic Standard Mining Company (‘Applicant’), organized under 
the laws of the State of Utah, has filed an application for an order 
of the Commission, pursuant to Section 3(b)(2) of the Investment 
Company Act of 1940 (‘‘Act’’), declaring that it is primarily en- 
gaged in a business other than that of investing, reinvesting, own- 
ing, holding or trading in securities, either directly or through ma- 
jority-owned subsidiaries or through controlled companies conduct- 
ing similar types of businesses. 


The Commission on December 29, 1972, issued a notice of filing 
of said application (Investment Company Act Release No. 7589). 
The notice gave interested persons an opportunity to request a 
hearing and stated that an order disposing of the application might 
be issued upon the basis of the information stated therein unless a 
hearing should be ordered. No such request has been filed and the 
Commission has not ordered a hearing. 


The matter having been considered, it is hereby found that Appli- 
cant is primarily engaged, directly, through majority-owned sub- 
sidiaries and through a controlled company, in a business or busi- 
nesses other than that of investing, reinvesting, owning, holding or 
trading in securities. 


IT 1S ORDERED, pursuant to Section 3(b)(2) of the Act, effective 
forthwith, that Applicant is hereby declared to be primarily en- 
gaged in a business or businesses other than that of investing, rein- 
vesting, own'ng, holding or trading in securities either directly or 
(a) through majority-owned subsidiaries or (b) through controlled 
companies conducting similar types of businesses. 


For the Commission, by the Division of Investment Management 
Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7642/January 29, 1973 


Admin. Proc. File No. 3-4091 


In the Matter of 


FUND A. PARTNERSHIP 
c/o Arthur Andersen & Co. 
69 West Washington Street 
Chicago, IIlinois 60602 
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(812-3255) 


ORDER UNDER SECTION 17(d) OF THE ACT AND RULE 
17d-1 THEREUNDER REGARDING JOINT ENTERPRISE 


Fund A Partnership (“Fund A‘’), a New York general partnership 
formed by Arthur Andersen & Co. (“Arthur Andersen’’) and regis- 
tered as a non-diversified open-end investment company under the 
Investment Company Act of 1940 (‘‘Act’’), has filed an applica- 
tion pursuant to Section 17(d) of the Act and Rule 17d-1 under 
the Act for an order permitting Goldman, Sachs & Co., Fund A’‘s 
portfolio manager to serve as portfolio manager for Arthur Ander- 
sen’s Fund A-Offshore Partnership (‘Fund A-Offshore’’) and exe- 
cute combined orders for purchase and sales of portfolio securities 
of the respective funds. 


On January 8, 1973, the Commission issued a notice of filing of 
said application (Investment Company Act Release No. 7609). 

The notice gave interested persons an opportunity to request a 
hearing and stated that an order disposing of the application might 
be issued upon the basis of the information stated therein unless a 
hearing should be ordered. No request for a hearing has been filed 
and the Commission has not ordered a hearing. 


The matter having been considered, it is found that the participa- 
tion by Fund A in the transactions set forth in the application on 
the basis proposed is consistent with the provisions, policies and 
purposes of the Act, and is not on a basis less advantageous than 
that of the other participants. 


IT 1S ORDERED, pursuant to Section 17(d) of the Act and Rule 
17d-1 thereunder, that the application to permit the proposed 
transactions be, and is hereby granted, effective forthwith. 


For the Commission, by the Division of Investment Management 
Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7643/January 30, 1973 


Admin. Proc. File No. 3-4094 


KEYSTONE CUSTODIAN FUNDS, INC. AS TRUSTEE FOR 
KEYSTONE CUSTODIAN FUNDS SERIES B-1, B-2, B-4, K-1, 
K-2, S-1, S-2, S-3 and S-4, THE KEYSTONE COMPANY OF 
BOSTON AND CORNERSTONE FINANCIAL SERVICES, INC. 
99 High Street 

Boston, Massachusetts 02104 

(812-3333) 


ORDER PURSUANT TO SECTION 6(c) CONDITIONALLY 
EXEMPTING CERTAIN UNDERWRITING CONTRACTS FROM 
SECTION 15(b)(1) OF THE ACT AND MODIFYING PRIOR 
ORDER 


Keystone Custodian Funds, Inc. (‘‘Keystone’’), as trustee of each 
of the following nine trusts, namely, Keystone Custodian Funds 
Series B-1, B-2, B-4, K-1, K-2, S-1, S-2, S-3, S-4 (‘‘Funds’’), all 
open-end investment companies registered under the Investment 
Company Act of 1940 (“Act”), The Keystone Company of Boston 
(““Keystone-Boston”’), and Cornerstone Financial Services, Inc., 
(“Cornerstone”) (collectively ‘‘Applicants’’) have filed an applica- 
tion for an order pursuant to Section 6(c) of the Act, exempting 
Keystone-Boston and Cornerstone from the provisions of Section 
15(b)(1) of the Act, on condition that the principal underwriting 
contracts daied April 1, 1971, between Keystone and Cornerstone, 
and any future contracts of the type required by Section 15(b) of 
the Act so entered into, shall continue in effect with respect to 
any of the Funds only so long as the continuance is specifically 
approved at least every three years, rather than annually, by either 
written approval by holders of a majority of the outstanding 
shares of each of the Funds, or by the vote of a majority of such 
outstanding shares cast in person or by proxy at a meeting called 


for the purpose. The exemption will not be operative with respect 
to any approval required from and after December 31, 1980. With 
respect to the underwriting contracts between Keystone and Key- 
stone-Boston, the requested order will modify a similar Commis- 
sion order dated September 24, 1965 (Investment Company Act 
Release No. 4361) (the ‘1965 Order’’). 


The 1965 Order provided that the exemption therein granted 
would not be operative with respect to any approval which would 
otherwise be required to continue such underwriting contracts in 
effect from and after December 31, 19772. 


The Commission, on January 4, 1973, issued a notice of the filing 
of the application (investment Company Act Release No. 7603). 
The notice gave interested persons an opportunity to request a 
hearing and stated that an order disposing of the application might 
be issued upon the basis of the information stated therein unless a 
hearing should be ordered. No request for a hearing has been filed 
and the Commission has not ordered a hearing. 


The matter having been considered, it is found that the requested 

exemption is appropriate in the public interest and consistent with 

the protection of investors and the purposes fairly intended by the 
policy and provisions of the Act. 


IT IS ORDERED, pursuant to Section 6(c) of the Act that said 
application be, and hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment Management 
Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7644/January 31, 1973 


ADOPTION OF RULE 3c-4 UNDER THE INVESTMENT 
COMPANY ACT OF 1940 (15 U.S.C. 80a-1 et seq.) TO 
DEFINE A SEPARATE ACCOUNT ESTABLISHED BY A 
etc. 


See Securities Act Release No. 5360 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7645/January 30, 1973 


Admin. Proc. File No. 3-4115 


In the Matter of 


BLYTH EASTMAN DILLON & CO. INCORPORATED 
14 Wall Street 

New York, New York 10005 

(812-3365) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT GRANT- 
ING EXEMPTION FROM SECTION 30(f) OF THE ACT TO THE 
EXTENT THAT IT ADOPTS SECTION 16(b) OF THE SECURI- 
TIES EXCHANGE ACT OF 1934 


Blyth Eastman Dillon & Co. Incorporated (‘‘Applicant’’), a pro- 
spective co-representative with duPont Glore Forgan Incorporated, 
Salomon Brothers and Dean Witter & Co. Incorporated, of a group 
of underwriters of a proposed public offering of shares of common 
stock of Montgomery Street Income Securities, Inc. (the ““Com- 
pany’), a registered closed-end, diversified management investment 
company, filed an application pursuant to Section 6(c) of the In- 
vestment Company Act of 1940 (the “‘Act”) for an order exempt- 
ing Applicant and duPont Glore Forgan Incorporated, Salomon 
Brothers and Dean Witter & Co. Incorporated and their co-under- 
writers from Section 30(f) of the Act to the extent that such Sec- 
tion adopts Section 16(b) of the Securities Exchange Act of 1934 
in connection with transactions incident to the distribution of 
Company shares. 
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On January 10, 1973, the Commission issued a notice of filing of 
said application (Investment Company Act Release No. 7618). 
The notice gave interested persons an opportunity to request a 
hearing and stated that an order disposing of the application might 
be issued upon the basis of the information stated therein unless a 
hearing should be ordered. No request for a hearing has been 

filed, and the Commission has not ordered a hearing. 


The Commission has considered the matter and firids that the 
granting of the requested exemption is necessary or appropriate 
in the public interest and consistent with the protection of inves- 
tors and the purposes fairly intended by the policy and provisions 
of the Act. 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, that the 
application for exemption from Section 30(f) be, and hereby is, 
granted, effective forthwith. 


For the Commission, by the Division of Investment Management 
Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7646/January 30, 1973 


Admin. Proc. File No. 3-4140 


In the Matter of 


THE GEORGE PUTNAM FUND OF BOSTON 
PUTNAM CONVERTIBLE FUND, INC. 
PUTNAM EQUITIES FUND, INC. 

THE PUTNAM INCOME FUND, INC. 
THE PUTNAM GROWTH FUND 
PUTNAM INVESTORS FUND, INC: 
PUTNAM VISTA FUND, INC. 
PUTNAM VOYAGER FUND, INC. 
AND 
PUTNAM FUND DISTRIBUTORS, INC. 
265 Franklin Street 
Boston, Massachusetts 02110 


AND 


PUTNAM FINANCIAL SERVICES, INC. 
555 Northgate Drive 
San Rafae!, California 94903 


(812-3345) 


NOTICE OF APPLICATION PURSUANT TO SECTION 6(c) OF 
THE ACT FOR AN ORDER EXEMPTING APPLICANTS FROM 
SECTION 22(d) OF THE ACT 


NOTICE IS HEREBY GIVEN that The George Putnam Fund of 
Boston, Putnam Convertible Fund, Inc., Putnam Equities Fund, 
Inc., The Putnam Growth Fund, The Putnam Income Fund, Inc., 
Putnam Investors Fund, Inc., Putnam Vista Fund, Inc., and Put- 
nam Voyager Fund, Inc. (‘‘Funds’’), all of which are open-end 
diversified management investment companies registered under 
the Investment Company Act of 1940 (‘‘Act’’), and Putnam Fund 
Dist,ibutors, Inc. and Putnam Financial Services, Inc., the princi- 
pal underwriters for each of the Funds (hereinafter collectively 
called ““Applicants’’) have filed an application pursuant to Section 
6(c) of the Act for an order exempting Applicants from Section 
22(d) of the Act. All interested persons are referred to the appli- 
cation on file with the Commission for a statement of the repre- 
sentations made herein, which are summarized below. 


Section 22(d) of the Act provides, in pertinent part, that no regis- 
tered investment company or principa! underwriter thereof shall 
sell any redeemable security issued by such company to any per- 
son except at a current offering price described in the prospectus. 


Applicants propose that persons who have caused their shares to 
be redeemed within the previous 15 calendar days and who have 
not previously exercisec this privilege as to a particular Fund will 
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be offered the privilege to: (1) repurchase shares of that Fund, or 
(2) purchase shares of any of the other Funds through the exer- 
cise of the exchange privilege which is available to the shareholders 
of each of the Funds. The reinvestment purchase price per share 
will be at a Fund(s) net asset value next determined following re- 
ceipt of the written purchase order and payment. Such reinvest- 
ment purchases would be limited to the amount of redemption 
proceeds. No sales commissions will be received by the principal 
underwriters or any sales representative on such reinvestment pur- 
chases. Shareholders electing to exercise the exchange privilege will 
be charged the usual service charge, currently $5, and must other- 
wise be eligible for such privilege as then described in the Funds’ 
current prospectuses. Written order of repurchase or exchange ac- 
companied by payment for the shares involved and the service 
charge, if applicable, would have io be postmarked or received by 
Putnam Fund Distributors, !nc. or Funds within 15 days after re- 
demption. 


Applicants submit that, in some instances, shareholders may mis- 
takenly redeem their Fund shares, and the granting of the requested 
exemption would permit an investor to rectify a mistake without 
paying another sales charge. Such exemption is thus in the public 
interest and consistent with the protection of investors. 


Section 6(c) of the Act provides that the Commission may, upon 
application, conditionally or unconditionally exempt any person 
or transaction from any provisions of the Act if such exemption 
is necessary Or appropriate in the public interest and consistent 
with the protection of investors and the purposes fairly intended 
by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person may, 
not later than February 23, 1973, at 5:30 p.m., submit to the 
Commission in writing a request for a hearing on the matter ac- 
companied by a statement as to the nature of his interest, the rea- 
son for such request, and the issues, if any, of fact or law pro- 
posed to be controverted, or he may request that he be notified if 
the Commission should order a hearing thereon. Any such commu- 
nication should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of mailing) 
upon Applicants at the address stated above. Proof of such service 
(by affidavit, or in case of an attorney-at-law, by certificate) shall 
be filed contemporaneously with the request. At any time after 
said date, as provided by Rule O-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the application 
herein may be issued by the Commission upon the basis of the in- 
formation stated in said application, unless an order for hearing 
thereon shall be issued upon request or upon the Commission's 
own motion. Persons who request a hearing or advice as to wheth- 
er a hearing is ordered will receive notice of further developments 
in this matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Investment Management 
Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


INVESTMENT COMPANY ACT OF 1S ) 
Rel. No. 7647/January 30, 1973 


Admin. Proc. File No. 3-4100 


In the Matter of 


CORPORATE INVESTMENT TRUST FUNC, 
FIRST MONTHLY PAYMENT SERIES 
(AND SUBSEQUENT SERIES) 

c/o Bache & Co., Incorporated 

100 Gold Street 

New York, New York 10038 

(812-3305) 


ORDER PURSUANT TO SECTION 6(c) GRANTING 
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EXEMPTION FROM SECTION 14(a) AND RULE 22c-1 AND 
PURSUANT TO SECTION 45(a) FOR CONFIDENTIAL 
TREATMENT 


Corporate Investment Trust Fund, First Monthly Payment Series 
(And Subsequent Series) (““Applicant’’), a unit investment trust 
registered under the Investment Company Act of 1940 (‘‘Act”’), 
has filed an application pursuant to Section 6(c) of the Act for 

an order of the Commission exempting Applicant from compliance 
with the provisions of Section 14(a) of the Act and Rule 22c-1 
under the Act and pursuant to Section 45(a) of the Act for an 
order of the Commission granting confidential treatment to the 
profit and loss statements of Bache & Co. Incorporated, the 
Sponsor of Applicant, which statements Applicant has filed or may 
from time to time file with its registration statements under the 
Securities Act of 1933. 


On January 9, 1973, the Commission issued a notice of the filing 
of said application (Investment Company Act Release No. 7611). 
The notice gave interested persons an opportunity to request a 
hearing and stated that an order disposing of the application might 
be issued upon the basis of the information stated in the applica- 
tion unless a hearing should be ordered. No request for a hearing 
has been filed and the Commission has not ordered a hearing. 


The matter has been considered and it is found that the granting 
of the requested exemption is appropriate in the public interest 

and consistent with the protection of investors and the purposes 
fairly intended by the policy and provisions of the Act. 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, that the 
application for exemption from the provisions of Section 14(a) of 
the Act and Rule 22c-1 under the Act to the extent requested, is 
hereby granted, effective forthwith. 


IT 1S FURTHER ORDERED, pursuant to Section 45(a) of the 
Act, that confidential treatment be granted to the profit and loss 
statements of Bache & Co. Incorporated, submitted by Applicant 
in connection with filings under the Securities Act of 1933. 


For the Commission, by the Division of Investment Management 
Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7648/January 31, 1973 


Admin. Proc. File No. 3-4090 


In the Matter of 
JOHN HANCOCK MUTUAL LIFE INSURANCE COMPANY 


and 


JOHN HANCOCK VARIABLE ACCOUNT C 
Hancock Place 

Boston, Massachusetts 

(812-3304) ‘ 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT GRANT- 
ING EXEMPTION FROM SECTIONS 22(d), 27(c)(2) and 17(f) 
OF THE ACT AND RULE 17f-2 THEREUNDER 


John Hancock Mutual Life Insurance Company (‘John Hancock”), 
a mutual life insurance company incorporated under the laws of 
the state of Massachusetts, and John Hancock Variable Account C 
(“Account C’’), a diversified, open-end management investment 
company registered under the Investment Company Act of 1940 
(the ‘‘Act’’), (hereinafter collectively called ““Applicants’’) have 
filed an application pursuant to Section 6(c) of the Act for an 
order of the Commission exempting Applicants from the provisions 
of Sections 22(d), 27(c)(2), and 17(f) of the Act, and Rule 17f-2 
thereunder. John Hancock established Account C to afford a me- 
dium for equity investments for certain variable annuity Contracts 


to be issued by John Hancock. 


The Commission on December 29, 1972, issued a notice of the 
filing of said application (Investment Company Act Release No. 
7591). The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the applica- 
tion might be issued upon the basis of the information stated 
therein unless a hearing should be ordered. No request for a hear- 
ing has been filed, and the Commission has not ordered a hearing. 


The matter having been considered, it is found, on the basis of the 
information contained in the application, that the requested ex- 
emptions are necessary or appropriate in the public interest and 
consistent with the protection of investors and the purposes fairly 
intended by the policies and provisions of the Act. 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, that the 
application for exemption from the provisions of Sections 22(d), 
and 17(f) of the Act and Rule 17f-2 thereunder be, and hereby is, 
granted, effective forthwith. 


IT 1S FURTHER ORDERED, pursuant to Section 6(c) of the 
Act, that the application for exemption from the provisions of 
Section 27(c)(2) of the Act be, and hereby is, granted effective 
forthwith subject to the following conditions: (1) that the charges 
under the variable annuity contracts for administrative services 
shall not exceed such reasonable amounts as the Commission shall 
prescribe, jurisdiction being reserved to the Commission for such 
purpose, and (2) that the payment of sums and charges out of the 
assets of Account C shall not be deemed to be exempted from 
regulation by the Commission by reason of the requested order, 
provided that the Applicants’ consent to this condition shall not 
be deemed to be a concession to the Commission of authority to 
regulate the payments of sums and charges out of such assets other 
than charges for administrative services, and Applicants reserve the 
right in any proceeding before the Commission or in any suit or 
action in any court to assert that the Commission has no author- 
ity to regulate the payment of such other sums or charges. 


For the Commission, by the Division of Investment Management 
Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7649/January 31, 1973 


Admin. Proc. File No. 3-3907 


In the Matter of 


OPPENHEIMER FUND, INC. 
OPPENHEIMER A.1.M. FUND, INC. 
OPPENHEIMER TIME FUND, INC. 
OPPENHEIMER INCOME FUND, INC. 
OPPENHEIMER SPECIAL FUND, INC. 


and 


OPPENHEIMER MANAGEMENT CORPORATION 
One New York Plaza 

New York, New York 10004 

(812-3233) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT EXEMPT- 
ING APPLICANTS FROM SECTION 22(d) 


Oppenheimer Fund, Inc., Oppenheimer A.I.M. Fund, Inc., Oppen- 
heimer Time Fund, Inc., Oppenheimer Income Fund, Inc., and 
Oppenheimer Special Fund, Inc. (the ‘‘Funds’’), each of which is 
registered under the Investment Company Act of 1940 (the “Act’’) 
as Management open-end investment companies, and Oppenheimer 
Management Corporation, the principal underwriter of each of the 
Funds (hereinafter jointly referred to as ‘“Applicants’’), have filed 
an application pursuant to Section 6(c) of the Act for an order of 
the Commission exempting Applicants from the provisions of 
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Section 22(d) of the Act to the extent necessary to permit Appli- 
cants to sell shares of the Funds without a sales charge in con- 
nection with a reinvestment privilege described in the application. 


The Commission on January 12, 1973, issued a notice of the filing 
of said application (Investment Company Act Release No. 7620). 
The notice gave interested persons an opportunity to request a 
hearing and stated that an order disposing of the application might 
be issued upon the basis of the information stated therein unless 

a hearing should be ordered. No request for a hearing has been 
filed, and the Commission has not ordered a hearing. 


The matter has been considered and it is found that the granting 
of the requested exemption is necessary or appropriate in the pub- 
lic interest and consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions of the Act. 


IT IS ORDERED, pursuant to Section 6(c) of the Act, that the 
application for exemption from the provisions of Section 22(d) of 
the Act be, and hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment Management 
Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7650/January 31, 1973 


Admin. Proc. File No. 3-4096 


In the Matter of 


FEDERAL STREET FUND, INC. 
225 Franklin Street 

Boston, Massachusetts 02110 
(812-3290) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING A PROPOSED TRANSACTION FROM 
SECTION 17(a) OF THE ACT 


Federal Street Fund, Inc. (‘‘Applicant’’), a diversified, open-end 
management investment company registered under the Investment 
Company Act of 1940 (the “‘Act’’), has filed an application pursu- 
ant to Section 17(b) of the Act for an order of exemption from 
Section 17(a) of the Act to permit the Estate of Howard Cullman 
to tender shares of Applicant for redemption in kind. 


The Commission on January 5, 1973, issued a notice of the filing 
of said application (Investment Company Act Release No. 7608). 
The notice gave interested persons an opportunity to request a 
hearing and stated that an order disposing of the application might 
be issued upon the basis of the information stated therein unless a 
hearing should be ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter having been considered, it is found on the basis of the 
information contained in the application, that the terms of the 
proposed transaction, including the consideration to be paid or 
received, are reasonable and fair and do not involve overreaching 
on the part of any person concerned; that the proposed transac- 
tion is consistent with the policy of Applicant; and that the pro- 
posed transaction is consistent with the general purposes of the 
Act. 


IT IS ORDERED, pursuant to Section 17(b) of the Act, that the 
application for the above stated exemption from the provisions of 
Section 17(a) of the Act be, and hereby is, granted, effective 
forthwith. 


For the Commission, by the Division of Investment Management 
Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7651/January 31, 1973 


Admin. Proc. File No. 3-4095 


In the Matter of 


CAPITAL EXCHANGE FUND, INC. 
DEPOSITORS FUND OF BOSTON, INC. 
DIVERSIFICATION FUND, INC. 

THE EXCHANGE FUND OF BOSTON, INC. 
FIDUCIARY EXCHANGE FUND, INC. 
LEVERAGE FUND OF BOSTON, INC. 
SECOND FIDUCIARY EXCHANGE FUND, INC. 
111 Devonshire Street 

Boston, Massachusetts 02109 


and 


PHILIP H. THEOPOLD 

294 Washington Street 
Boston, Massachusetts 02108 
(812-3342) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM SECTION 2(a)(19) 
OF THE ACT 


Capital Exchange Fund, Inc., Depositors Fund of Boston, Inc., 
Diversification Fund, Inc., The Exchange Fund of Boston, Inc., 
Fiduciary Exchange Fund, Inc., Leverage Fund of Boston, Inc., 
and Second Fiduciary Exchange Fund, Inc. (the “‘Funds”), all 
Massachusetts corporations registered as management investment 
companies under the Investment Company Act of 1940 (the 
“Act"’), and Philip H. Theopold (‘‘Theopold”), have filed an appli- 
cation for an order of the Commission pursuant to Section 6(c) 
of the Act declaring that Theopold shall not be deemed an “‘in- 
terested person” of the Funds or any investment adviser of, or 
principal underwriter for, the Funds within the meaning of Sec- 
tion 2(a)(19) of the Act solely by reason of his status as a direc- 
tor, member of the Committee of Finance, and Chairman of the 
Real Estate Committee of John Hancock Mutual Life Insurance 
Company, or as director and member of the U.S. Investment Ad- 
visory Committee of the Employers-Commercial Union Insurance 
Company, The Employers’ Fire Insurance Company, The Northern 
Assurance Company of America, or American Employers’ Insur- 
ance Company. 


The Commission on January 4, 1973, issued a notice of the filing 
of said application (Investment Company Act Release No. 7607). 
The notice gave interested persons an opportunity to request a 
hearing and stated that an order disposing of the application might 
be issued upon the basis of the information stated therein unless a 
hearing should be ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter having been considered, it is found, on the basis of 
the information contained in the application, that the granting of 
the requested exemption is necessary or appropriate in the public 
interest and consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions of the Act. 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, that the 
application for exemption from the provisons of Section 2(a)(19) 
of the Act be, and hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment Management 
Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7652/January 31, 1973 


Admin. Proc. File No. 3-4107 


In the Matter of 
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W, S & W FUND, INC. 

20 Exchange Place 

New York, New York 10005 
(811-1739) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT DECLAR- 
ING THAT COMPANY HAS CEASED TO BE AN INVESTMENT 
COMPANY 


The Commission on January 9, 1973, issued a notice (Investment 
Company Act Release No. 7612) of an application filed pursuant 
to Section 8(f) of the Investment Company Act of 1940 (‘‘Act’’) 
for an order of the Commission declaring that W, S & W Fund, 
inc. (‘Applicant’) has ceased to be an investment company as de- 
fined in the Act. 


The notice gave interested persons an opportunity to request a 
hearing and stated that an order disposing of the application might 
be issued on the basis of the information stated in the application. 
No request for a hearirg has been filed and the Commission has 
not ordered a hearing. 


The Commission has considered the matter and finds that Appli- 
cant has ceased to be an investment company. Accordingly, 


IT 1S HEREBY ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of W, S & W Fund, Inc. under the Act shall 
forthwith cease to be in effect. 


For the Commission, by the Division of Investment Management 
Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7653/January 31, 1973 


Admin. Proc. File No. 3-4142 


In the Matter of 


PENSION INVESTMENT FUND, INC. 
1845 Walnut Street 

Philadelphia, Pennsylvania 19103 
(811-2135) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 8&(f) OF THE ACT FOR AN ORDER DECLARING 
COMPANY HAS CEASED TO BE AN INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that Pension Investment Fund, Inc. 
(‘Applicant’), a Maryland corporation registered as a diversified, 
open-end management company under the Investment Company 
Act of 1940 (“‘Act’’), has filed an application pursuant to Section 
8(f) of the Act for an order of the Commission declaring that 
Applicant has ceased to be an investment company as defined in 
the Act. All interested persons are referred to the application on 
file with the Commission for a statement of the representations 
contained therein, which are summgrized below. 


Applicant registered under the Act on October 22, 1970, by filing 
a Form N-8A Notification of Registration. On that same date, 
Applicant filed a Form N-8B-1 Registration Statement under the 
Act together with a Form S-5 Registration Statement under the 
Securities Act of 1933 (“1933 Act’’), which 1933 Act Registration 
Statement became effective on February 25, 1972. As of the 
effective date, the only investors in the Fund were the eleven tax- 
exempt organizations who provided the initial capital of $100,000. 
Since February 25, 1972, only 2,877.201 shares of Applicant's 
common stock were sold to five tax-exempt organizations pursuant 
to the 1933 Act Registration Statement. 


The application states, among other things, that between June 30, 
1972 and December 7, 1972, all of the investors (both the eleven 
organizations providing the initial capital and the five organiza- 

tions from the public) redeemed all of their shares of Applicant's 


stock; that Applicant is no longer engaged in selling its shares to 
the public or elsewhere; that as of December 13, 1972, Applicant 
has distributed all of its assets and is now in the process of dis- 
solution under the laws of the State of Maryland; and that Appli- 
cant has ceased to engage in any way in the business of investing, 
reinvesting or trading in securities. 


Section 8(f) of the Act provides, in pertinent part, that when the 
Commission, upon application, finds that a registered investment 

company has ceased to be an investment company, it shall so de- 
clare by order, and upon the taking effect of such order the regis- 
tration of such company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person may, 
not later than February 23, 1973, at 5:30 p.m., submit to the 
Commission in writing a request for a hearing on the matter ac- 
companied by a statement as to the nature of his interest, the rea- 
son for such request, and the issues, if any, of fact or law pro- 
posed to be controverted, or he may request that he be notified if 
the Commission should order a hearing thereon. Any such commu- 
nication should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of mailing) 
upon Applicant at the address stated above. Proof of such service 
(by affidavit, or in case of an attorney-at-law, by certificate) shall 
be filed contemporaneously with the request. At any time after 
said date, as provided by Rule O-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the application 
may be issued by the Commission upon the basis of the informa- 
tion stated in the application, unless an order for hearing upon 
said application shall be issued upon request or upon the Commis- 
sion’s own motion. Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive notice of further develop- 
ments in this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission by the Division of Investment Management 
Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7654/February 1, 1973 


Admin. Proc. File No. 3-4141 


In the Matter of 


NEW AMERICA FUND, INC. 
1900 Avenue of the Stars 
Suite 2400 

Los Angeles, California 90067 
(812-3225) 


NOTICE OF FILING OF APPLICATION FOR ORDER PURSU- 
ANT TO SECTION 17(b) EXEMPTING A PROPOSED TRANS- 
ACTION FROM SECTION 17(a) 


NOTICE IS HEREBY GIVEN that New America Fund, Inc. 
(‘Applicant’), a closed-end, diversified, management investment 
company registered under the Investment Company Act of 1940 
(“Act’’), has filed an application pursuant to Section 17(b) of the 
Act for an order exempting from the provisions of Section 17(a) 
of the Act the sale by Applicant of an aggregate of 13,203 shares 
of Under Sea Industries, Inc. (“Under Sea’’) common stock to 
Richard Bonin and Richard |. Vizvary (the ““Employees”’) for cash 
in the amount of $2.05 per share, or for the aggregate considera- 
tion of $27,066. Such amount is equal to the purchase price paid 
by Applicant for the stock. All interested persons are referred to 
the application on file with the Commission for a statement of 
the representations made therein, which are summarized below. 


Applicant is the owner of approximately 8.9% of the outstanding 
voting securities of Under Sea. As such, Under Sea is an “‘affiliated 
person” of Applicant within the meaning of Section 2(a)(3) of the 
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1940 Act. The Employees, as officers and employees of Under 
Sea, are persons affiliated with an affiliated person of Applicant. 
The application alleges that neither Messrs. Vizvary, Bonin or any 
other officer or employee of Under Sea has any other relationship 
with Applicant, or any of Applicant's affiliates. Neither Applicant 
nor any of its affiliates (other than Under Sea) has any interest, 
direct or indirect, in the proposed transaction except as a stock- 
holder of Under Sea. 


Prior to October 5, 1972, on which date a public offering was 
made of Under Sea’s stock, Applicant owned 55,800 shares of 
Under Sea $1.00 par value common stock and 114,855 shares of 
Under Sea non-voting convertible preferred stock, all of which 
were purchased in February, 1970. At October 5, 1972, Under 
Sea had outstanding 578,460 shares of common stock and no 
other shares of preferred stock. Accordingly, if the preferred stock 
owned by Applicant had then been converted, Applicant would 
have owned 24.6% of Under Sea’s outstanding common stock. 
Since February, 1970, Applicant has made no other purchases of 
Under Sea securities and has made no sales of any such securities, 
except as described below. 


Applicant is advised that prior to October 5, 1972, in addition to 
it, ten individuals, most of whom are employees of Under Sea, 
owned all of the outstanding common stock of Under Sea. Gustav 
Dalla Valle, President and Chief Executive Officer of Under Sea, 
owned 460,350 shares of Under Sea common stock. This repre- 
sented approximately 73% of the outstanding common stock on 
such date. Without giving effect to the sale to them by Mr. Dalla 
Valle and the proposed sale to them by Applicant, as described 
herein, Mr. Bonin owned 23,715 shares or approximately 4.1% of 
the outstanding common stock, and Mr. Vizvary owned 3,720 
shares or approximately 0.6% of the outstanding common stock. 


In connection with the proposed sale by Applicant, Mr. Dalla Valle 
has sold an aggregate of 27,900 shares to Messrs. Bonin and 
Vizvary and 9,300 shares to two employees of Under Sea at the 
same price per share as the proposed sale by Applicant. 


The reason for the proposed transaction is as follows: Messrs. 
Bonin and Vizvary are the Senior Vice President and Vice Presi- 
dent, respectively, of Under Sea. Applicant believes that they are 
key executives and, as such, the success of Under Sea is, to a sub- 
stantial extent, dependent on their efforts. 


In 1970, Under Sea’s principal shareholder, Mr. Dalla Valle, de- 
cided that it would be desirable if Messrs. Bonin and Vizvary and 
other key employees of Under Sea owned equity interests in 
Under Sea. After discussion, and with the Applicant's consent, it 
was determined that Under Sea would be caused to adopt a quali- 
fied stock option plan covering an aggregate of 10% of its out- 
standing stock. Applicant is advised that informal commitments 
were made by Mr. Dalla Valle to Messrs. Bonin and Vizvary that 
options amounting to an aggregate of 47,895 shares would be 
issued to them with an exercise price of $2.05 per share. Such ex- 
ercise price was based on the purchase price paid by the Applicant 
when it purchased Under Sea stock in February, 1970. Of the re- 
mainder of the shares to be included in the stock option plan, it 
was determined to grant similar options, covering an aggregate of 
10,230 shares to two additional persons, with the same exercise 
price. 


Notwithstanding the decision of the principal shareholders of 
Under Sea, as set forth above, corporate action by Under Sea to 
effectuate the proposed stock option plan was delayed for more 
than a year and had not been taken by the start of 1972. 


In 1972, issuance of the foregoing options was discussed by Under 
Sea with counsel and its independent accountants. By that time it 
seemed apparent that the value of Under Sea’s common stock ex- 
ceeded $2.05 per share. Under Sea was advised that in view of 
this, issuance of such options in 1972 would give rise to the prob- 
able necessity of a charge against Under Sea'‘s earnings equal to 
the difference between the exercise price of the options and the 
then fair market value of the shares. Such possibility was due to 
the lack of the required corporate action granting the options in 
1970 (when no such differential existed). For this reason, it was 
determined not to be in the interests of Under Sea and its share- 
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holders, including the Applicant, to issue the foregoing options. 


To avoid unfairness to Messrs. Bonin and Vizvary and to accom- 
plish the desire that such persons and the two employees men- 
tioned above obtain equity interests in Under Sea, the proposed 
transaction was suggested. Pursuant to the proposed transaction, 
the officers and employees would be enabled to purchase approx- 
imately the same percentage of Under Sea's shares as initially con- 
templated without any dilution to the shareholders of Under Sea, 
including the Applicant, beyond that contemplated in the initial 
proposal to grant stock options. This would be accomplished by 
the sale, by Mr. Dalla Valle and the Applicant directly to Messrs. 
Bonin, Vizvary and the two employees of an aggregate of 50,403 
shares at a price of $2.05 per share. 


From the standpoint of the Applicant and the other shareholders 
of Under Sea, the proposed transaction will permit accomplish- 
ment of the original objective without any sacrifice of their inter- 
ests beyond the dilution which would have resulted had options 
been issued in 1970. On the other hand, failure to satisfy the com- 
mitments made to Messrs. Bonin and Vizvary could well result in 
the loss of such persons as Under Sea employees, and adversely 
affect Under Sea. 


On October 5, 1972, an initial public offering was made of shares 
of the common stock of Under Sea. The registration statement 
covering the proposed offering was filed July 26, 1972 (File No. 
2-45125) and became effective October 5, 1972. In the public 
offering, 100,000 shares of common stock were sold on behalf of 
Under Sea and 100,000 shares were sold on behalf of Applicant. 
The initial public offering price per share was $12.75 and the price 
per share received by Applicant was $11.73. Upon completion of 
the offering, Applicant converted all of the Preferred Stock of 
Under Sea owned by it. Accordingly, Applicant presently owns a 
total of 70,655 shares, or approximately 8.9% of Under Sea’s out- 
standing common stock. 


Applicant submits that the terms of the proposed transaction, in- 
cluding the consideration to be paid and received, are reasonable 
and fair and do not involve overreaching on the part of any person 
concerned; and further that the proposed transaction is consistent 
with the investment policy of Applicant and the general purposes 
of the Act. 


Section 17(a)(2) of the Act provides, in pertinent part, that it 
shall be unlawful for an affiliated person of a registered investment 
company knowingly to purchase from such registered company 
any security or other property. Section 17(b) of the Act provides 
that notwithstanding subsection 17(a), any person may file with 
the Commission an application for an order exempting a proposed 
transaction from one or more provisions of that subsection, and 
the Commission shall grant such application and issue such order 
of exemption if evidence establishes that: 


(1) the terms of the proposed transaction, including the considera- 
tion to be paid or received, are reasonable and fair and do not in- 
volve over-reaching on the part of any person concerned; (2) the 
proposed transaction is consistent with the policy of each regis- 
tered investment company concerned as recited in its registration 
statement and reports filed under the Act; and (3) the proposed 
transaction is consistent with the general purposes of the Act. 


NOTICE IS FURTHER GIVEN that any interested person may 
not later than February 27, 1973, at 5:30 p.m., submit to the 
Commission in writing a request for a hearing on the matter ac- 
companied by a statement as to the nature of his interest, the rea 
son for such request and the issues, if any, of fact or law proposet 
to be controverted, or he may request that he be notified if the 
Commission should order a hearing thereon. Any such communi- 
cation should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of mailing) 
upon Applicant at the address stated above. Proof of such service 
(by affidavit or in case of an attorney-at-law by certificate) shall 
be filed contemporaneously with the request. At any time after 
said date, as provided by Rule O-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the matter 
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herein may be issued by the Commission upon the basis of the in- 
formation stated in the application, unless an order for hearing 
upon said proposal shall be issued upon request or upon the Com- 
mission’s own motion. Persons who request a hearing or advice 
as to whether a hearing is ordered, will receive notice of further 
developments in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Management 
Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7655/February 1, 1973 


Admin. Proc. File No. 3-4147 


In the Matter of 


UNION COMMERCE CORPORATION 
21 Dupont Circle, N.W. 
Washington, D.C. 20036 


and 


PROVIDENT NATIONAL BANK 
18 South Bryn Mawr Avenue 
Bryn Mawr, Pennsylvania 19010 
(812-3369) 


NOTICE OF FILING OF APPLICATION PURSUANT TO SEC- 
TION 17(d) OF THE ACT AND RULE 17d-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that Union Commerce Corporation 
(“UCC”), a Delaware corporation, and Provident National Bank 
(‘Provident’), a national banking association, each of which owns 
more than 5 per cent of the voting stock of Creative Capital Cor- 
poration (‘‘Creative’’), which is registered under the Investment 
Company Act of 1940 (“‘Act"’), as a non-diversified closed-end 
management investment company, and is also a licensee under the 
Small Business Investment Act of 1958, have applied for an order 
of the Commission pursuant to Section 17(d) of the Act and Rule 
17d-1 thereunder, permitting UCC and Provident to purchase 
more than 10 per cent of the common stock of Creative from 
Bank of the Commonwealth (‘Bank’’), a Michigan banking corpo- 
ration, following approval of such purchases by the Small! Busi- 
ness Administration (“‘SBA*’) upon application by Creative and 
the other parties in interest. All interested persons are referred to 
the application on file with the Commission for a statement of 
the representations made therein, which are summarized below. 


Creative has an authorized capital of 2,000,000 shares of $1.00 
par value common stock, of which 790,000 have been issued; 
783,400 shares are outstanding and 6,600 shares are held as Treas- 
ury stock. The Union Commerce Bank, 99% of the common stock 
of which is owned by UCC, owns 111,247 shares, or 14.2% of 

the issued common stock of Creative. Provident owns 104,182 
shares or 13.3% of such stock, and the Bank owns 338,178 

shares, or 43.2% of such stock. 


UCC proposes to purchase 280,452 shares of Creative common 
stock from Bank, and Provident intends to purchase 57,726 
shares of such stock from Bank. Both UCC and Provident will pay 
Bank at the rate of $7.50 per share of Creative common stock. 
The relevant Purchase Agreement calls for closing of the transac- 
tion on February 15, 1973, and any party may terminate its ob- 
ligations under the relevant Purchase Agreement if the necessary 
governmental approvals have not been obtained by the close of 
business on February 14, 1973. Subsequent to the transactions, 
Bank will own no shares of Creative common stock; UCC, togeth- 
er with its 99% owned subsidiary, The Union Commerce Bank, 
will own 391,699 shares, or 49.99% of such stock; and Provident 
will own 161,908 shares, or 20.7% of such stock. 


It is represented that the proposed transaction is permissible 


under the Bank Holding Company Act of 1956, as amended, and 
the Small Business Investment Act of 1958. 


Section 107.701(b)(1) of Title 13 of the Code of Federal Regu- 
lations, promulgated pursuant to the Small Business Investment 
Act of 1958, requires the prior written approval of the SBA of 
the proposed transfer of 10 or more per cent of the capital stock 
issued by a licensee under the Small Business Investment Act of 
1958, and Section 107.701(f) provides that such application shall 
be filed by the licensee and by other parties in interest. 


Under Section 17(d) of the Act, and Rule 17d-1 thereunder, it is 
unlawful for an affiliated person of a registered investment com- 
pany to effect any transaction in which such investment company 
is a joint participant without the permission of the Commission 
In passing upon applications for orders granting such permission, 
the Commission is required to consider whether the participation 
of the investment company in such joint enterprise or arrange- 
ment on the basis proposed is consistent with the provision, poli- 
cies, and purposes of the Act and the extent to which such par- 
ticipation is on a basis different from, or less advantageous than, 
that of other participants. 


While Creative is not a party to the proposed transactions, it ‘has 
made applications to the SBA for approval of such transactions 
and hence may be deemed a participant in such transactions with- 
in the meaning of Section 17(d) of the Act and Rule 17d-1 
thereunder. 


The Board of Directors have concluded that the proposed transac- 
tions will help to establish stable ownership of Creative common 
stock over the near and long-term future, and that such transac- 
tions will be in the best interests of Creative and not detrimental 
to Creative in any way. 


NOTICE IS FURTHER GIVEN that any interested person may, 
not later than February 13, 1973 at 5:30 p.m., submit to the 
Commission in writing a request for a hearing on the matter ac- 
companied by a statement as to the nature of his interest, the 
reason for such request, and the issues of fact or law proposed to 
be controverted, or he may request that he be notified if the 
Commission shall order a hearing thereon. Any such communica- 
tion should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of mailing) 
upon Applicants at the addresses set forth above. Proof of such 
service (by affidavit, or in the case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with the request. At 
any time after said date, as provided in Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order disposing of the 
application herein may be issued by the Commission upon the 
basis of the information stated in said application, unless an order 
for hearing upon said application shall be issued upon request or 
upon the Commission’s own motion. Persons who request a 
hearing or advice as to whether a hearing is ordered will receive 
notice of further developments in this matter, including the date 
of the hearing (if ordered) and any postponements thereof. 


The period of public notification provided for herein is deemed 
reasonable in view of the nature of the application and the neces- 


sity for action on or before February 14, 1973. 


For the Commission, by the Division of Investment Management 
Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7656/February 2, 1973 


Admin. Proc. File No. 3-4149 


In the Matter of 
THE BROWN GROWTH-INCOME FUND, INC. 
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915 Fort Street, Suite 1100 
Honolulu, Hawaii 
(811-1555) 


NOTICE OF FILING OF APPLICATION PURSUANT TO SEC- 
TION 8(f) OF THE ACT FOR AN ORDER DECLARING COM- 
PANY HAS CEASED TO BE AN INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that The Brown Growth-Income 
Fund, Inc. (‘‘Applicant’’), registered under the Investment Com- 
pany Act of 1940 (“‘Act”’) as an open-end diversified management 
investment company, has filed an application pursuant to Section 
8(f) of the Act of an order of the Commission declaring that Ap- 
plicant has ceased to be an investment company as defined in the 
Act. All interested persons are referred to the application on file 
with the Commission for a statement of the representations set 
forth therein, which are summarized below. 


Pursuant to an Agreement and Plan of Reorganization (‘‘Plan’’) 
dated October 9, 1972 between Applicant and The Brown Fund 
of Hawaii, Ltd. (“Brown”), which Plan was approved by the 
shareholders of Applicant on December 5, 1972, Applicant trans- 
ferred all of its assets to Brown on December 14, 1972 in ex- 
change for shares of Brown's Common stock, which shares were 
thereupon distributed to Applicant's shareholders. 


Applicant represents, among other things, that except for those 

shares held by one shareholder, all of its outstanding shares have 
been surrendered to Applicant in exchange for shares of Brown; 
that it has no assets at the present time; that its public offering 

has been terminated; and that it is in the process of liquidation 

and dissolution. 


Section 8(f) of the Act provides, in pertinent part, that when the 
Commission, upon application, finds that a registered investment 
company has ceased to be an investment company, it shall so de- 
clare by order, and upon the effectiveness of such order the reg- 
istration of such company shall cease to be in effect. 


NOTICE 1S FURTHER GIVEN that any interested person may, 
not later than February 26, 1973 at 5:30 p.m., submit to the 
Commission in writing a request for a hearing on the matter ac- 
companied by a statement as to the nature of his interest, the 
reasons for such request, and the issues of fact or law proposed 
to be controverted, or he may request that he be notified if the 
Commission should order a hearing thereon. Any such communi- 
cation should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of mailing) 
upon applicant at the address stated above. Proof of such service 
(by affidavit, or in case of an attorney-at-law, by certificate) shall 
be filed contemporaneously with the request. At any time after 
said date, as provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the matter 
herein may be issued by the Commission upon the basis of the 
information stated in said application, unless an order for a 
hearing upon said application shall be issued upon request or 
upon the Commission's own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, will receive 
notice of further developments in this matter, including the date 
of the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Management 
Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7657/February 2, 1973 


Admin. Proc. File No. 3-4150 


In the Matter of 
F & M TAX EXEMPT BOND FUND, 
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FIRST SERIES (AND SUBSEQUENT SERIES) 
FOSTER & MARSHALL INC. 

205 Columbia Street 

Seattle, Washington 98104 

(812-3351) 


NOTICE OF FILING OF APPLICATION PURSUANT TO SEC- 
TION 6(c) FOR ORDER OF EXEMPTION FROM THE PRO- 
VISIONS OF SECTION 14(a) OF THE ACT AND RULES 19b-1 
AND 22c-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that F & M Tax Exempt Bond 


Fund, First Series (the ‘‘Fund’’), and Foster & Marshall Inc., spon- 
sor of the Fund (the “Sponsor’’), (hereinafter collectively called 
(“Applicants’’)), have filed an Application pursuant to Section 


6(c) of the Investment Company Act of 1940 (the “Act”’) for an 
order exempting themselves and all subsequent series from the 
provisions of Section 14(a) of the Act, and Rule 19b-1 and Rule 
22c-1 under the Act. All interested persons are referred to the 
application on file with the Commission for a statement of the 
representation contained therein which are summarized below. 


The Fund is registered under the Act as a unit investment trust, 
and has filed a registration statement on Form S-6 under the 
Securities Act of 1933. The objective of the Fund and of the sub- 
sequent series (collectively referred to hereinafter as the ‘“‘Funds”’), 
will be to seek tax-exempt income through investment in high 
quality tax-exempt bonds. The Funds will be governed by a trust 
agreement (the ‘‘Agreement’’) under which the Sponsor will act 
as depositor, United States Trust Company of New York will act 
as Trustee (the ‘‘Trustee’’), and Standard and Poor’s Corporation 
will act as evaluator. The Agreement will contain standard terms 
and conditions of trust common to all the Funds. Pursuant to the 
Agreement, the Sponsor will deposit with the Trustee not less 
than $3,000,000 principal amount of Bonds (the “‘Bonds’’), and 
simultaneously the Trustee will deliver to the Sponsor registered 
certificates for units which will represent the total number of 
shares of the Funds. The units will then be offered for sale to the 
public by the Sponsor. All of such Bonds will be interest bearing 
obligations of states and territories of the United States and po- 
litical subdivisions and authorities thereof, the interest on which 
is exempt from Federal income taxation. 


Each Fund will consist of the Bonds, such bonds as may continue 
to be held from time-to-time in exchange or substitution for any 
of the Bonds upon certain refunds, accrued and undistributed in- 
terest and undistributed cash. Certain of the Bonds may from 
time-to-time be sold under the special circumstances set forth in 
the Agreement, or may be redeemed or may mature in accordance 
with their terms. The proceeds from such dispositions will be dis- 
tributed to Unit Holders and not reinvested. There will be no sale 
and reinvesting of the Bonds. 


Each Unit for a particular Fund will represent a fractional undi- 
vided interest in that Fund. Units will be redeemable. In the 
event that any Unit shall be redeemed, the portion of the frac- 
tional undivided interest represented by each Unit outstanding 
will be increased. Units will remain outstanding until redeemed 
or until the termination of the Agreement. The Agreement may 
be terminated by 100% agreement of the Unit Holders or, in the 
event that the value of the Bonds shall fall below 20% of the 
amount originally deposited in the Fund, upon direction of the 
Sponsor. 


Section 14(a) 


Section 14(a) of the Act requires that a registered investment 
company (a) have a net worth of at least $100,000 prior to 
making a public offering of its securities, (b) have previously 
made a public offering and at that time have had a net worth of 
$100,000, or (c) have made arrangements for at least $100,000 
to be paid in by 25 or fewer persons before acceptance of public 
subscriptions. 


Applicants seek an exemption from the provision of section 14(a) 
in order that they may make a public offering of Units of the 
Funds as described above. In connection with the requested ex- 
emption from Section 14(a), the Sponsor has agreed (i) to refund 


ond 
Unit 
the ‘ 
that 
is te’ 
are ¢ 
have 
bone 
by t 
the 
the 
posi 
vide: 
scrit 
Unit 
ded 


Rule 


Rule 
ister 
com 
Cod 
any 

ilar 

pan’ 
gain 
wit 


Dist 
Fun 
pal 

stan 
int 
to < 
are 

solc 
Uni 
the 
his 

case 
incr 


sior 


In | 
the 


cap 
the 
in j 


are 
ar 


Ru 


of 
pu 
pu 


tir 
co 
tic 


Don- 


an 


ile 


sub- 


is"), 


ust 


act 

on 

ns 
the 


nue 
ny 
in- 


in 
ance 
dis- 
sale 


ly 
‘he 


on demand and without deduction the sales load to purchasers of 
Units, if within 90 days after the registration of a Fund under 
the Securities Act of 1933 becomes effective, the net worth of 
that Fund shall be reduced to less than $100,000 or if the Fund 
is terminated, (ii) to instruct the Trustee on the date the bonds 
are deposited in each Fund that if the Fund shall at any time 
have a net worth of less than 20% of the principal amount of 
bonds originally deposited in the Fund, as a result of redemption 
by the Sponsor of Units constituting a part of the unsold Units, 
the Trustee shall terminate the Fund in the manner provided in 
the Trust Agreement and distribute any bonds or other assets de- 
posited with the Trustee pursuant to the Trust Agreement as pro- 
vided therein; and (iii) in event of termination for the reasons de- 
scribed in (ii) above to refund any sales load to any purchaser of 
Units purchased from the Sponsor on demand and without any 
deduction. 


Rule 19b-1 


Rule 19b-1 (a) under the Act provides, in substance, that no reg- 
istered investment company which is a ‘‘regulated investment 
company”. as defined in Section 851 of the Internal Revenue 

Code shall distribute more than one capital gain distribution in 
any one taxable year. Paragraph (b) of the Rule contains a sim- 
ilar prohibition for a company not a “regulated investment com- 
pany’ but nermits a unit investment trust to distribute capital 

gain distributions received from a ‘‘regulated investment company” 
within a reasonable time after receipt. 


Distributions of principal and interest to Unit Holders of the 
Fund are to be made on a quarterly basis. Distributions of princi- 
pal constituting capital gains to Unit Holders may arise in two in- 
stances: (1) if an issuing authority calls or redeems an issue held 
in the portfolio, the sums received by the Fund will be distributed 
to a Unit Holder on the next distribution date; and (2) if units 
are redeemed by the Trustee and bonds from the portfolio are 
sold to provide the funds necessary for such redemption each 
Unit Hoider will receive his pro-rata portion of the proceeds from 
the bonds sold. In such instances, a Unit Holder may receive in 
his distribution funds which constitute capital gains since in many 
cases the value of the portfolio bonds redeemed or sold will have 
increased since the date of initial deposit. 


Paragraph (b) of Rule 19b-1 provides that a unit investment trust 
may distribute capital gains received from a “regulated investment 
company” within a reasonable time after receipt. Applicants state 
that the purpose of this provision is to avoid forcing unit invest- 
ment trusts to accumulate valid distributions received throughout 
the year and distribute them only at year end. Applicants contend 
that their situation is within the intended objectives of this provi- 
sion. However, in order to comply with the literal requirements 
of the Rule, a Fund would be forced to hold any moneys which 
would constitute capital gains upon distribution until the end of 
its taxable year. Applicants also contend that such a practice 
would clearly be to the detriment of the Unit Holders. 


In support of the requested exemption, the application states that 
the dangers against which Rule 19b-1 is intended to guard do not 
exist in Applicants’ situation since the events which give rise to 
capital gains are independent of any action by the Sponsor and 
the Trustee. In addition, it is alleged that the amounts involved 

in a normal distribution of principal are relatively small in com- 
parison to the normal interest distribution, and such distributions 
are clearly indicated in accompanying reports to Unit Holders as 
a return of principal. 


Rule 22c-1 


Rule 22c-1 provides, in pertinent part, that redeemable securities 
of registered investment companies may be sold, redeemed, or re- 
purchased at a price based on the current net asset value (com- 
puted on each day during which the New York Stock’ Exchange 
is open for trading not less frequently than once daily as of the 
time of the close of trading on such Exchange) which is next 
computed after receipt of a tender of such security for redemp- 
tion or of an order to purchase or sell such security. 


Applicants state that the Rule has two purposes: (1) to eliminate 


or reduce any dilution of the value of outstanding redeemable se- 
curities of registered investment companies which would occur 
through the redemption or repurchase of such securities at a price 
above their net asset value or the sale of such securities at a price 
based on a previously established net asset value which would per- 
mit a potential investor to take advantage of an upswing in the 
market and the accompanying increase in the net asset value of 
the securities; and (2) to minimize speculative trading practices in 
the securities of registered investment companies. 


The Sponsor intends to maintain a market for units of the Funds, 
subsequent to the initial public offering, and to continuously of- 
fer to purchase such Units at prices, which in no event will be 
less than the aggregate bid side evaluation of the underlying bonds 
in the various Funds. Such market making activities would cease 
if the Trust Agreement for such Fund were terminated or the 
right of redemption for such Fund were suspended. The Sponsor 
further intends to resell such Units at a public offering price com- 
puted in the same manner as is applicable to sales during the ini- 
tial public offering period. The Sponsor states that it may discon- 
tinue such purchases of Units in the secondary market if the sup- 
ply of such Units should exceed demand, or for other business 
reasons. During the initial offering period and thereafter, the. price 
offered by the Sponsor for the purchase of a Unit must be an 
amount not less than the redemption price of such Unit, which 

is based on the aggregate bid side evaluation of the underlying 
bonds on the date on which such Unit is tendered for redemption. 


Applicants state that transactions in Units of the Funds in the sec- 
ondary market cannot dilute the value of outstanding securities 
since each Fund consists of a stable portfolio of bonds and each 
Unit represents a fractional undivided interest in that portfolio. 
By the terms of the Agreement for each Fund, the number of 
Units may not be increased, and therefore the Applicants state 
that the price at which Units are sold or repurchased does not af- 
fect the value of either the underiying bonds or the fractional un- 
divided interest in those bonds which is represented by each out- 
standing Unit. Applicants state further that the only instance in 
which Fund assets are involved in a secondary market transaction 
is upon redemption of a Unit, and in the case of redemption the 
Funds will follow the practice of daily pricing and forward pricing 
set forth in Rule 22c-1. 


Applicants further assert that secondary market trading in the 
Funds is not attractive to speculators and that the Funds are de- 
signed for investors who desire fixed income. Applicants antici- 
pate that the number of Units available in the secondary market 
will be very limited. 


Applicants contend that the application of Rule 22c-1 to the 
Funds, causing additional evaluations of the Funds by the inde- 
pendent Evaluator who is paid for each evaluation, would be so 
costly as to be significantly detrimental to the interests of the 
Unit Holders, particularly in light of the anticipated low volume 
of secondary market activity. 


In addition, the application states that the Sponsor has under- 
taken to adopt a procedure whereby the Evaluator, without a for- 
mal evaluation, will provide estimated evaluations on trading days. 
In the case of a repurchase, if the Evaluator cannot state that the 
previous Friday's price is at least equal to the current bid price, 
the Sponsor will order a full evaluation. The Sponsor has agreed 
that in case of the resale of units in the secondary market if the 
Evaluator cannot state that the previous Friday's price is not more 
than one-half point ($.50 on a Unit representing $100 principal 
amount of underlying bonds) greater than the current offering 
price, a full evaluation will be ordered. 


Applicants state that “backward pricing’ is necessary in order 
that the Sponsors are able to quote a price at which it will pur- 
chase Units. Trades accomplished at a price to be determined 
several days in the future, the Applicants contend, would be un- 
satisfactory to the Unit Hoiders as well as to the Sponsors. 


Rule 22c-1, in addition, requires that net asset value be determined 
as of the time of the close of trading on the New York Stock Ex- 
change (presently 3:30 p.m. New York Time). The Sponsors state 
that it is anticipated that many of the bonds in the portfolios of 
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the various Funds will be traded either exclusively or principally 
in the over-the-counter market, and the time of the close of 
trading on the New York Stock Exchange is therefore nor nec- 
essarily related to the evaluation procedures used in determining 
net asset value of the Funds. The Sponsors state also that the 
Evaluator has indicated that 3:30 p.m. is the proper time to ob- 
tain reliable evaluations, regardless of the time of the close of 
trading on the New York Stock Exchange. 


Section 6(c) of the Act provided that the Commission may, upon 
application, conditionally or unconditionally exempt any person, 
security, Or transaction, or any class or classes of persons, securi- 
ties, or transactions from any provisions of the Act or of any rule 
or regulation under the Act, if and to the extent such exemption 
is necessary Or appropriate in the public interest and consistent 
with the protection of investors and the purposes fairly intended 
by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person may, 
not later than February 27, 1973, at 5:30 p.m., submit to the 
Commission in writing a request for a hearing on the matter ac- 
companied by a statement as to the nature of his interest, the 
reason for such request, and the issues, if any, of fact or law pro- 
posed to be controverted, or he may request that he be notified 
if the Commission orders a hearing thereon. Any such communi- 
cation should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of mailing) 
upon the Applicants at the address stated above. Proof of such 
service (by affidavit, or in the case of an attorney-at-law, by cer- 
tificate) shall be filed contemporaneously with the request. At 
any time after said date, as provided by Rule O-5o0f the Ruies and 
Regulations promulgated under the Act, an order disposing of the 
application herein may be issued upon the basis of the informa- 
tion stated in said application, unless an order for hearing upon 
said application shall be issued upon request or upon the Commis- 
sion’s own motion. Persons who request a hearing or advice as to 


whether a hearing is ordered, will receive notice of further develop- 


ments in the matter, including the date of hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment Management 
Regulation, pursuant to delegated authority. 
Ronald F. Hunt 
Secretary 


LITIGATION RELEASE 


Litigation Release No. 5711/January 31, 1973 


William D. Moran, Acting Regional Administrator of the New 
York Regional Office of the Securities and Exchange Commission 
(“Commission’’), announced that on January 26, 1973, the Hon- 
orable Lloyd F. MacMahon, Judge of the United States District 
Court for the Southern District of New York, signed an order of 
permanent injunction against Oxford Securities, Ltd. (‘‘Oxford’’), 
a broker-dealer located at 384 Fifth Avenue, New York, New 
York and its president Leslie Norbert Erber (‘‘Erber’’), enjoining 
them from further violations of Section 15(c)(3) of the Securities 
Exchange Act of 1934 (“Exchange Act’) and Rule 15c3-1 there- 
under (“net capital provisions’). The injunction was consented 
to by the defendants, who did not admit or deny the violations 
that were alleged. 


Judge MacMahon denied the application of the Securities Inves- 
tor Protection Corporation for the appointment of a trustee. 


The New York Regional Office Filed its complaint in the matter 


on January 19, 1973 charging Oxford and Erber with violating 
and aiding and abetting violations of the net capital provisions. 


Litigation Release No. 5714/January 29, 1973 
The Securities and Exchange Commission announced today that 
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on January 26, 1973, Judge Charles Tenney of the United States 
District Court for the Southern District of New York entered an 
Order of Permanent Injunction against Robert E. Hopp and Howel 
H. Hopson, defendants in an injunctive action filed by the Com- 
mission on December 28, 1971.1 The injunction prohibits defen- 
dants Hopp and Hopson from violations of the antifraud, proxy 
and reporting provisions of the Federal securities laws with regard 
to the placing of funds of American Bioculture, Inc. for compen- 
sating balances for loans or other similar activities. The iniunction 
was consented to by the defendants Hopp and Hopson without 
admitting or denying the allegations of the complaint. 


American Bioculture, Inc., the third defendant in this action, had 
been enjoined by a similar order issued by Judge Tenney on De- 
cember 6, 1972. 


1 Litigation Release No. 5271 
2 Litigation Release No. 5675 


Litigation Release No. 5715/January 30, 1973 


Robert F. Watson, Administrator of the Fort Worth Regional Of- 
fice, announced today that Federal District Judge Wesley E. 
Brown at Wichita, Kansas entered an order of preliminary injunc- 
tion January 24, 1973 against Clinton Oil Company, William H. 
Avery, Realto P. Clinton, Lyndon Gamelson, William E. Lusk and 
Lloyd W. Parrish, all of Wichita, forbidding future violations of 
various provisions of the federal securities laws. 


Also on January 24, 1973 Judge Brown entered an order of per- 
manent injunction by consent against K. Stewart Cronin of Dallas, 
Texas. Cronin consented to the entry of the order without ad- 
mitting or denying the allegations in the Commission's complaint. 
The order forbids future violations involving false filings with the 
Commission of registration statements, proxy statements and peri- 
odic reports. 


Judge Brown also continued the Commission's request for a pre- 
liminary injunction against thirteen other individuals and for the 
appointment of a receiver for Clinton Oil Company until March 
6, 1973. 


Clinton Oil Company and the five enjoined defendants, who com- 
prise the Executive Committee of the company, were enjoined 
from violations of the following provisions of the federal securi- 
ties laws: 


Clinton Oil Company — anti-fraud; securities registration; false 
filings of registration statements, proxy statements and periodic 
filings; unregistered broker-dealer and unlawful extensions of 
credit. 


William H. Avery — anti-fraud; securities registration; false filings 
of registration statements and proxy statements. 


Realto P. Clinton — anti-fraud; securities registration; false filings 
of registration statements, proxy statements and periodic reports; 
unregistered broker-dealer; unlawful extension of credit. 


Lyndon Gamelson — anti-fraud; securities registration; false filings 
of registration statements and proxy statements; unlawful exten- 
sion of credit. 


William E. Lusk — anti-fraud; securities registration; false filings 
of registration statements. 


Lloyd W. Parrish — anti-fraud; securities registration; false filing 
of registration statements. 


In addition, Judge Brown ordered that Clinton Oil Company, its 
officers, directors and employees, not engage in any transactions 
with any of the nineteen defendants in the case other than in the 
ordinary course of business and that Clinton Oil Company and 
the members of its Executive Committee shall make available their 
books and records to the Commission. 
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For further information see Litigation Release No. 5693. 


Litigation Release No. 5716/January 31, 1973 


William R. Schief, Administrator of the Washington Regional Of- 
fice of the Securities and Exchange Commission announced that 
on January 10, 1973, Judge Gerhard A. Gesell of the United 
States District Court for the District of Columbia entered a Final 
Judgment permanently enjoining Rodney Rose of Honolulu, 
Hawaii from committing further violations of Section 5 of the 
Securities Act of 1933. 


In the same case, Securities and Exchange Commission v. Clifford 
Alton Kniffin, et al. Judge Gesell also entered a Final Judgment 
on January 17, 1973 permanently enjoining Sam Clammer of 
Washington, D.C. from further violations of Section 5 of the 
Securities Act of 1933. 


The orders to which the defendants consented, without admitting 
or denying the allegations of the Commission’s complaint, enjoins 
the defendants from future violations of registration requirements 
of the Securities Act of 1933 in connection with the offer and 

sale of fractional undivided working interests in oil and gas leases. 


For further information, see Litigation Release No. 5631. 


Litigation Release No. 5717/February 1, 1973 
Securities Exchange Act of 1934 
Release No. 9980) February 1, 1973 


The Securities and Exchange Commission announced the filing of 
complaints in the United States District Court for the District of 
Columbia on February 1973, directing Design-A-Phone, Inc. 
(“Design”), Clinton, New York, and its Chief Executive Officer 
Joseph J. Solon; Met Sports Centers, Inc. (‘‘Met’’), Forest Hills, 
New York, and its President David Miller; Charter Oil Co. Ltd. 
(“Charter’’), Vancouver, British Columbia, Canada; and VTR, Inc. 
(“VTR"), New York City to comply with the reporting provi- 
sions of the Securities Act of 1934. 


The Commission also ordered the temporary suspension of over- 
the-counter trading in the securities of these companies pursuant 
to Section 15(c)(5) of the Exchange Act. The suspension is to be 


effective for the ten-day period from 12:00 noon (EST) on Febru- 


ary 1, 1973 and terminating at midnight (EST) February 10, 
1973. Trading of VTR common stock has been suspended by the 
American Stock Exchange since June 4, 1970. 


The Commission ordered the suspension of trading in the securi- 
ties of these companies because of the unavailability of adequate 
and accurate current information concerning the financial condi- 
tion and business operations of these firms. 


According to the Commission's complaint against Design, that 
company has failed to file its 10-K reports for its fiscal years 
ending August 31, 1970, August 31, 1971, and August 31, 1972, 
and has failed to file any required 10-Q quarterly reports for 
1971 and 1972. 


According to the Commission’s complaint against Met, that com- 
pany has failed to file its 10-K reports for the fiscal years ended 
September 30, 1970, September 30, 1971, and September 30, 
1972. Met also has failed to file its 10-O reports for 1971 and 
1972, and is also delinquent in filing its 9-K report for the six 
months ended March 31, 1970. 


According to the Commission’s complaint against Charter, that 
company has failed to file its 10-K reports for the fiscal years 
ended July 31, 1971 and July 31, 1972. Charter has also failed 
to file 10-O reports for 1971 and 1972. 


According to the Commission's complaint against VTR, that com- 
pany failed to file certified financial statements with its 10-K re- 
port for the fiscal year ended December 31, 1970, has failed to 
file a 10-K report for the fiscal year ended December 31, 1971, 
and has failed to file 10-Q quarterly reports for the quarters end- 
ing March 31, 1972, June 30, 1972, and September 30, 1972. 


The Commission Cautions broker-dealers, shareholders and pros- 
pective shareholders that, in any trading of the securities of these 
companies after the trading ban expires, they should consider care- 
fully the foregoing information along with all other currently avail- 
able information and any information subsequently issued by the 
companies. 


Furthermore, brokers and dealers should be alert to the fact that 
pursuant to Rule 15c2-11 under the Exchange Act, no quotation 
may be entered, unless and until they have strictly complied with 
all of the provisions of said rule. If any broker or dealer has any 
question as to whether or not he has complied with said rule, he 
should not enter any quotation but immediately contact the staff 
of the Securities and Exchange Commission, Division of Enforce- 
ment, Washington, D.C. If any broker or dealer is uncertain as to 
what is required by Rule 15c2-11, he should refrain from entering 
quotations relating to the securities in question until such time as 
he has familiarized himself with said rule and is certain that all of 
its provisions have been met. If any broker or dealer enters any 
quotation which is in violation of said rule the Commission will 
consider the need for prompt enforcement action. 


These actions supplement the work of the joint NASD-SEC team 
named by Chairman Casey to inspect over-the-counter trading 
firms specializing in making markets in low-priced speculative se- 
curities. 


These complaints are in addition to other actions filed by the 
Commission since its announcement of October 15, 1970 (Re- 
lease No. 34-8995) expressing concern about delinquent filing and 
reminding companies about their obligations to file reports on a 
timely basis. 
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Beginning in mid-Febmary, the SEC Statistical Bulletin will be published weekly instead of on the 
present monthly schedule. 


The contents of the Statistical Bulletin will be expanded in the new weekly version to contain the 
following items, two of which are being made available for the first time. 


® STATISTICAL SERIES RELEASES -- This series includes weekly Odd Lot and 
Round Lot transactions, block distributions, working capital of U.S. corporations, 
and assets of non-insured pension funds. 


@ 144 FILINGS -- Fom 144 is a notice of the proposed sale in ordinary trading 
transactions of limited amounts of securities owned by persons controlling, controlled 
by or under common control with the issuer, and by persons who have acquired 
restricted securities of the issuer. 


® 8K REPORTS -- These must be filed with the Commission when material corporate 
developments such as changes in control of a registrant, acquisition or disposition 
of assets, or legal proceedings have occurred in the past month. 


Because of rising costs and staff limitations, the SEC is discontinuing its free mailing lists at this 
time. Releases under the various Acts will be made available through another publication, the SEC 
Docket. However, the statistical series releases and the 144 information can be obtained only by 
subscribing to the Statistical Bulletin. Subscriptions can be entered by completing the form below, 

and mailing it with $17. to the Superintendent of Documents. Current subscriptions to the monthly 
Statistical Bulletin will be replaced with weekly issues until the number of copies remaining have 

been delivered (e.g. - if five months are left on a subscription, five weekly issues will be sent instead). 


SUBSCRIPTION ORDER FORM 
ENTER MY SUBSCRIPTION TO _ SEC STATISTICAL BULLETIN  datificdiniuatineniaksaieesiint iit Sec A 
@ $'/-W Add $ 25 .... for foreign mailing. No additional postage is required for mailing within the United 
States, its possessions, Canada, Mexico, and all Central and South American Countries except Argentina, Brazil, British Honduras, 
French Guiana, Guyana, and Surinam. For shipment to all other foreign countries include additional postage as quoted for each 
periodical or subscription service. 
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FOR SALE BY THE SUPERINTENDENT OF DOCUMENTS, 
U.S. GOVERNMENT PRINTING OFFICE, WASHINGTON, D.C 2 0402 
SUBSCRIPTION PRICE: $17.00 A YEAR: 
$4.25 ADDITIONAL FOR FOREIGN MAILING 


THE PRINTING OF THIS PUBLICATION HAS BEEN APPROVED BY THE 
OFFICE OF MANAGEMENT AND BUDGET 
(DECEMBER 21, 1972) 
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